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The great train robbery that 
steel stopped in its tracks 


Faulty flooring in freight cars was looting 


our railroads of millions annually, until... 


OR almost as long as railroads 

have been in the business of haul- 
ing freight, they have sought an 
answer to this problem: how to plug 
the leaks in lost time, revenue and 
damaged goods that were bleeding 
them of millions of dollars a year 
because of inadequate freight car 
flooring. 

Then, in 1947, National Steel came 
up with a solution now hailed as one 
of the greatest dollar-savers in rail- 
road history. The solution: Nailable 
Steel Flooring, with which more than 
40,000 boxcars and gondolas on 60 
leading railroads are equipped today. 
Nearly 50 percent of all boxcars built 
in 1955 were so equipped. 


What is N-S-F?* 


N-S-F is made of durable, corrosion- 
resistant N-A-X HIGH-TENSILE steel, 
formed into channels welded together 
to form a unique nailing groove. It’s 
not just a floor “‘plate’’ but an integral 
and impact-resistant part of the car 
itself. 

Its patented nailing groove holds 
blocked freight firmly, yet when nails 
are removed, the floor remains un- 
scarred and secure. Thus steel’s non- 
decaying, non-splintering strength is 
ideally combined with the nailing 
advantage of wood. 

With N-S-F, floors are table- 
smooth. Cars are reinforced at criti- 
cal points, can take any kind of lading 
in stride. They can safely support 
the heaviest loaded lift trucks, with- 
out the gouging stress and actual 
breakthroughs that endanger person- 
nel and cargo on weakened ordinary 
floors. 


Railroads and Shippers Benefit 


Wood floors must be repaired every 
two years on the average, and often 
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after only a few months’ use. And 
usually they must be completely 
replaced after five years at consid- 
erable cost in money and lost service 
time. But no floor failures are reported 
with N-S-F. 

This assurance of uninterrupted 
service year after year gives N-S-F- 
equipped cars decided competitive 
advantages. Shippers prefer these cars 
because loading and unloading is 
easier, faster . . . and there is less 
likelihood of damage to their goods. 
And because they are suitable for all 
freight and all loading methods, the 
cars are less likely to drain away 
revenue as expensive empties. 

Rough freight (like scrap iron) or 
bulk freight (like sand)— it’s all the 
same to N-S-F cars. Gondolas, for 
example, can haul one kind one way, 
return with a load of the other. And 
in boxcar haulage, there’s no damage, 
no leakage, no spoilage of a load such 
as grain. N-S-F is not only enduringly 
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smooth and strong but clean, too 
prevents contamination from _pre- 
vious freight. 
National Steel’s Role 

The development of N-S-F by our 
Stran-Steel Corporation (it’s made 
and sold in the U.S.A. only by this 
firm) is another example of National 
Steel making better steels for the bet- 
ter products of American industry. 

At National Steel it is our constant 
goal to produce steel— America’s great 
bargain metal—of the quality and in 
the quantity wanted, when it is 
wanted, at the lowest possible cost 
to our customers. 
*N-S-F (TM.) 





SEVEN GREAT DIVISIONS 
WELDED INTO ONE COMPLETE 
STEEL-MAKING STRUCTURE 
Great Lakes Steel Corporation « Weirton 
Steel Company ¢ Stran-Steel Corporation ¢ 
Hanna Iron Ore Company ¢ National Steel 
Products Company ¢ The Hanna Furnace 
Corporation ¢ National Mines Corporation 
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228th CONSECUTIVE CASH DIVIDEND 


A dividend of twenty-five 
cents ($.25) a share has 
been declared upon the 
stock of BURROUGHS Cor- 
PORATION, payable Jan. 21, 
1957, to shareholders of 
record at the close of busi- 
ness Dec. 21, 1956. 
SHELDON F. HALL, 
Vice President 
and Secretary 
Detroit, Michigan, 
Nov. 8, 1956 


Burroughs 








Atlas Corporation 


33 Pine Street, New York 5, N.Y. 










Dividends declared on 
59 Cum. Preferred Stock 
and Common Stock 









© Preferred Dividend No. 2 
Regular quarterly of 25¢ 
per share 
Payable December 15, 1956 
Record date November 28, 1956 
* Common Dividend No. 60 
Regular quarterly of 15¢ 
per share 
Payable December 20, 1956 
Record date November 28, 1956 
WALTER A. PETERSON, 


Treasurer 
November 14, 1956 
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The Trend of Events 


THE ELECTION RESULTS .. . The citizens of this coun- 
try, in electing President Eisenhower as the leader 
they trusted and a Democratic Congress as a balance 
wheel, showed unusual common sense, for they thus 
retained a status in Government which has been 
operative during the past two years of the present 
Administration. 

It is well to remember that it was the Democrats 
who, in a large measure, supported many of the 
Eisenhower programs, hence we can feel that in 
these crucial times we have retained the necessary 
balance to enable the Government to function effi- 
ciently under the two-party system. This is fortunate 
at this juncture, for there never was a time when 
it was more essential that the nation have the benefit 
of constructive bi-partisan legislation, both in do- 
mestic and foreign affairs. 

The end result somehow renews our confidence in 
the American people who, when they think a thing 
through in common-sense fashion, show sound judg- 
ment. This is in contrast to the Communists, who 
do not believe that the average man is capable of 
governing himself, hence the theory of dictatorship, 
based on the premise that the people lack the intelli- 
gence to handle their own affairs and must be told 
what to do. 


mation made available to the American public in 
these perilous times, the electorate has made its 
decision. As long as the citizenry goes on intelli- 
gently analyzing the facts this country will continue 
to get the kind of government that is the last best 
hope of mankind. 


WHAT IS THERE TO LIKE ABOUTKOMMGN SM? ... For 
many years we have wondered how Kommdnism 
gained adherents from so many different peoples the 
world over. What have they to gain in the face of 
two generations of slavery for the Russian people? 
And how can people cling to Communist beliefs in 
the light of the murderous attacks by the Soviet 
Army on the helpless folk of Hungary, which ended 
in sending to slave camps and certain death the 
flower of that little country’s youth? 

We have spent many years in Europe, covering a 
number of times the various countries from Ireland 
to Russia, from Spain to Turkey, and crossing the 
Mediterranean into Africa. Knowing the various 
individual cultures of these interesting people, we 
always have been astounded that they should be 
willing to submerge their identity and subject them: 
selves to Soviet rule. One of the most interesting 

things in music is the inter- 





When we were in Russia 
several years ago it was obvi- 
ous that the people were rid- 
den by fear. They could, of 
course, go to the polls and 
vote “Da” for the single slate 
(Communist) of candidates, 
which produced those 99%- 
plus mandates for the deni- 
zens of the Kremlin. 


; miss it! 
With the wealth of infor- 





We call the attention of the reader to 
our newly-devised Trend Forecaster, 
which appears as a regular feature of 
the Business Analyst. This new depart- 
ment presents a valuable market analysis 
of importance to investors and business 
men. To keep abreast of the forces that 
may shape tomorrow’s markets, don’t 


pretation of the emotions of 
the Hungarians, Germans, 
French, Russians and English, 
each different from the other 
in its culture and art. This 
should remain intact to give 
the world tne diffuse cultures 
of all. 

The Communist idea tears 
down tradition and destroys 
centuries of development in 
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the arts of the various nations, and regiments them, 
and tries to put them all into one mold. 

That, in itself, is bound to cause the people to 
rebel, to refuse to follow the dull pattern of Com- 
munist standardization, which levels an entire na- 
tion down to its most inarticulate, instead of rais- 
ing the standards of the whole country toward the 
highest. 

We have said through the years that the goal of 
the Soviet Union, under Stalin, and later under the 
new leaders, was global paramountcy. Unlike those 
Americans, who could speak of “good old Joe” and 
the “new, different kind of leadership” under Stalin’s 
successors, we felt deeply that the Kremlin never 
had abandoned its goal of a Communist-ruled world. 


While our memory is something less than ele- 
phantine, we could never forget that the teachings 
of the early Bolshevik leaders preached “one step 
forward, one step backward.” The idea they incul- 
cated was that the Communist conspiracy should 
move forward when the stars were favorable and 
retreat when the constellation augured ill. But the 
disciples were never to lose sight of the target: 
World Communism. As Nikita S. Krushchey, a Stalin 
acolyte and the present-day boss of the Soviet Com- 
munist party, has said bluntly: “We will give up 
our dream of World Communism when a shrimp 
learns to whistle.” 


Yet with all the overwhelming evidence of the 
nefarious plans of the Kremlin, still there are people 
who are shocked by the Budapest blood bath and the 
threats to Poland and Israel. Thus, one encounters 
such remarks as “The Soviet has dropped its mask.” 

The Soviets have never made any secret of their 
goal — world conquest — however much naive folk in 
the Free World insist on making Communism out 
to be something it isn’t. And herein may lie part of 
the answer to the adherence of many to Communism 
— the quirk in human nature that is capable of ideal- 
izing and blinking the facts. 

The realists among us, meanwhile, must face up 
to the fact that the days ahead will be bitter and 
hard. Summit meetings, of which there have been 
quite a few, will not erase the peril. Russian prom- 
ises are worthless. Only the might of the West, 
lodged especially in the United States, can keep the 
mortal enemy at bay. The foe has said, without 
equivocation, that one day taps must be sounded 
over Capitalism or Communism. 

We must remain strong until that day, which is 
not now in sight, when the Russian people, who 
have suffered enslavement no less than their neigh- 
bors, rise up to alter this unhappy trend of events. 


OUR FORM OF GOVERNMENT ... The failure of social- 
ist forms of society to provide a decent standard of 
living for people has been demonstrated repeatedly. 
It can not be otherwise under a dispensation that 
insists a government must run the lives of the 
people. 

In the United States we have developed a people’s 
capitalism, so that there are approximately 9 million 
Americans who own shares of stock in publicly-held 
companies, something like one in every 19 of the 
population. Their ranks are growing swiftly. It has 


been estimated that over a four-year span the stock- 
holder population rose 33%. 

Thus, more and more, this nation is becoming a 
land of capitalists, albeit little capitalists—dominated 
by the people with odd-lot holdings of the premier 
investment companies and more substantial interests 
in the less-well-known growth corporations. And 
this is all to the good, for a people with a direct stake 
in their virile economy are quick to appreciate the 
problems of industry—and, incidentally, benefit from 
its growth. 

While European intellectuals are accustomed t» 
judging capitalism by the experiences within thei- 
own borders, it is a fact that the element of com- 
petition and two-fisted free enterprise is, in larg 
measure, absent in those societies, But it is the 
American enterprise, exemplified in the struggle for 
markets, the emphasis on research, the stress on pro- 
motion and the like, that makes our system unique 
and vibrant. 


Americans have been criticized, and often prop- 
erly so, for exceSsive on-the-cuff buying and failings: 
to save a fair percentage of their earnings. But i 
would seem that millions of Americans have savec 
enough to acquire a stake in our corporate enter 
prises. Since folks who own stock usually hav: 
acquired previously some insurance, savings an¢ 
bonds, it would appear that thrift is far from un- 
known in the land of the People’s Capitalism. 


KHRUSHCHEV THROWS OFF RESTRAINT... Khrushchev’s 
boasts, made at Moscow social functions, that the 
Soviet was capable of overrunning Western Europes 
and would yet “bury” the Free World are the sort of 
thing his adherents will believe is merely a loss 01 
temper and Communists the world over still will be. 
lieve what they want to believe. It could have been 
liquor and, then again, it could have been the sort of 
madness that affected his predecessor and Adolf 
Hitler. 


In any event, they obviously stem from his frus- 
tration and hatred of the West, especially since 
France, Britain and Israel have destroyed his arsena! 
and base of operations in the Middle East. He had 
counted on gaining a stranglehold on the oil of that 
region, vital to Western Europe. If he had been able 
to achieve that end, in accordance with his plan of 
economic warfare against the West, he might well 
have been on his way to “burying the West.” 

Khrushchev seems to have forgotten the old Chi- 
nese proverb about the fate that often befalls a man 
who digs a grave for another. 


The Krushchev nerves also have been made raw by 
the events in Hungary, where a courageous people 
lacking arms stood up to Russian armies and tanks. 
There is no doubt that Khrushchev & Co. has alienated 
many fence-sitters in the rest of the world. The man 
who would isolate the United States seems well on 
his way to bringing the Soviet to a point where she 
will stand alone. 

All in all, the hysteria of the Red chieftain is balm 
to the souls of free men, for it indicates a weakness 
within the Russian hierarchy that the Western 
Powers should be able to exploit to the advantage of 
humankind. 
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By JOHN H. LIND 


OIL FOR OUR ALLIES 


S:, Harold Caccia, the new British ambassador 

o Washington, gave a succinct summary of Britain’s 

cease for intervention in Egypt at his first meeting 
vith the United States press. He contended that Brit- 

ain had “acted independently (of the U.S.) for the 
‘ommon good and that the operation had prevented 
. Middle Eastern war and had upset a base in Egypt 

n which Soviet units might have been formed.” 

Whether the British- 
French-Israeli action 
‘eally did prevent a Mid- 
lle Eastern war still is 
iot certain, But there is 
10 doubt that something 
had to be done to stop 
President Gamal Abdel 
Nasser of Egypt. For 
what Nasser had in mind 
had nothing to do with 
the legitimate nationalis- 
tic aspirations of the new 
nations of Asia and Afri- 
ca. His plan was not to 
raise the abominably low 
standard of living of his 
people by industrializing 
Egypt and by building up 
new trade contacts with 
the commercially and in- 
dustrially more advanced 
countries of the world. 
Instead, his openly an- 
nounced master-plan was, 
and still is, to destroy the existing economic inter- 
dependence between the Arab world and the West by 
usurping the flow of oil from the Middle East and ma- 
nipulate it as an instrument of political coercion 
against those who depend on it for their economic 
welfare. 

This was the real reason behind his seizure of the 
Suez Canal last July. At the same time he was getting 
ready, with the lavish if cynical help of the Soviet 
Union, to make war on Israel with the avowed pur- 
pose of wiping that nation off the map. 

Thus, whatever objections one may have to the 
principle of armed intervention, there is little doubt 
that had the British-French-Israeli action not taken 
place, the Middle East would have been lost to the 
West by default within the next couple of years. 

As could be foreseen, one of the first results of the 
action was that the oil, whose continued free flow is 
at the center of the Middle East crisis, has become 
temporarily unavailable to Europe. How long it will 
take to repair the blown-up pipelines and the blocked 
Suez Canal is not yet fully known. But Col. Nasser 
and his goon squads throughout Arabia have seen to 
it that the damage was of major proportions. Since 
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Europe gets about 75% of its total oil supplies from 
the Middle East, this means an almost certain oil 
shortage on the Continent within three to four weeks, 
unless U. S. and Venezuelan oil can be sent over at 
once to fill the gap between Europe’s normal oil im- 
ports from the Middle East and the trickle it is receiv- 
ing now via the long and expensive Cape of Good 
Hope route. 

There is no doubt that 
the U. S. oil industry has 
the necessary spare ca- 
pacity to do the job. 
Tanker transportation 
also would not present 
any major obstacle since 
the oilfields of Texas are 
considerably closer to 
Europe than those of the 
Persian Gulf. 

The only difficulty — 
and it is a major one — 
concerns the means of 
payments. Middle East oil 
can be paid for in sterling 
or francs. U. S. and Ven- 
ezuelan oil must be paid 
in dollars. In view of Eur- 
ope’s perennial dollar 
shortage this could pre- 
sent a major obstacle, 
giving Europe the dismal 
choice between an oil 
shortage and a dollar 
shortage, either of which would wreck its economy. 

Fortunately, there is little doubt that the U. S. 
will come through with its promised dollar loan for 
oil purchases, if and when the need arises. Such a 
loan had been part of our planned emergency aid to 
Europe, following canal seizure last July. True, since 
then some disagreements over conduct of Middle East 
policy have arisen between us and our allies. But fact 
remains they are our allies and nothing would hurt 
common cause as much as a major economic reversal 
in Europe. Nasser and master planners in Moscow 
know this full well. Nasser’s trump is to withheld oil 
from Europe until his terms are met. However, this 
he can do only if U. S. is willing to do same. Moscow’s 
interest in oil shortage in Europe mainly is that it 
would further split Britain and Frances from U.S. 
and at the same time undermine European economy. 

Washington certainly is aware of this. Persistent 
rumors coming out of capital to effect we will use our 
oil potential to force Britain and France out of Egypt 
are therefore difficult to believe. After all, the real 
enemy which Britain, France, Israel are fighting is 
not a puny local dictator, but the full might of Soviet 
Communism. Against this enemy we must all hang 
together lest, some day, we all hang separately. 
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Market Re- 


By A. T. 


On average, stock prices gave up a moderate 
amount of ground over the last fortnight under the 
impact of disturbing Middle East and Eastern Euro- 
pean developments which apparently imply a Russian 
shift back to ruthless and harsh “Stalinism” in deal- 
ing with the Soviet satellite countries and the West. 
More specifically, there was uneasiness over Russian 
and Red Chinese threats to move “volunteer” forces 
into the Middle East for the alleged purpose of oust- 
ing the British-French-Israeli “imperialist aggres- 
sors” — and the actual purpose of bringing the whole 
area under Red domination. 

But, at worst, the daily averages held at levels ma- 
terially above the October 1 lows, thus maintaining 
the recent trading range; and there was some slight 


Appraising 
1957 Company Prospects 


The stock market remains in a selective trading-range phase which is now nearing four 
months in duration. It has held up relatively well under worrisome foreign news. Basis for 
any great medium-term change either way is not now visibe. Business activity continues 
at peak levels. Our conservative, discriminating policy remains unaltered. 


MILLER 


improvement late last week following news that the 
first United Nations’ police forces had landed in 
Egypt; and that spokesmen for the Nasser regime 
had stated that need for intervention by Russian and 
other “volunteers” no longer existed. This is good 
news to the extent that it implies that Egypt does not 
dare risk “another Korean war” on her soil and 
shrinks from the idea of inviting in Communist forces 
which could take over indefinitely. 


Where Do We Go Now? 


There are still many bridges to be crossed in the 
Middle East, with an enduring peace settlement not 
in sight; with Arab hatred of Israel and the West 
unchanged; with the ambitious Nasser 
still free to plot and intrigue; and with 
Russia’s long-range aim of becoming 
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“top dog” in the Middle East and Africa 
unaltered. But one can at least hope that 
there might be some further, gradual 
break in the clouds, As was pointed up 
by the Hungarian struggle, the Reds do 
not have enough manpower to imprison 
a hostile world. They can hardly risk 
nuclear war. There is indicated division 
in the Kremlin. If the heretofore feeble 
and vacillating United Nations can, for 
the first time, not only effect a truce but 
facilitate a later settlement tolerable to 
the Arabs and the West, a brighter new 
day could dawn for this troubled globe. 
As to that, keep your fingers crossed. 
The Reds want “peace” on their terms. 

At home, industrial production, plant- 
equipment outlays, and consumer income 
90 and spending are at record levels, at- 
tained in a creeping extension of the 
boom. Of course, it could not be other 
than creeping, in view of capacity limita- 
tions and bottlenecks in the capital-goods 
sector of the economy, and of lags in 
other sectors, including housing, appli- 
ances and textiles. Since over-all activity 
has been edging up, the repressive effect 
of tight money cannot be measured, al- 
though it is certainly a factor in housing; 
and it has no doubt choked off some bank 
borrowing and new financing, thus brak- 
ing, rather than halting or reversing, 
inflationary pressures. 

We continue to question, as things 
look now, that 1957 business activity will 
differ much either way from the average 
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1956 level, allowing for 
strength in some lines and 
for clouded or fair-to-mid- 
dling prospects in others. 
As usual, the further 
ahead you look into any 
new year, the lower is the 
visibility. Thus, the con- 
sensus is optimistic for the 
first quarter, hopeful for | 
the second, less confident | 
for the second half. Long- | 
erm business confidence, | 
founded on growth of con- | 
‘uming markets, remains 
strong. However, capital- 
goods activity has for a 
‘ong time been sharply out- 
‘unning moderate - rate 
gains in end consumption, 

is indicated by total retail 
sales ; and it seems unlikely 
that this can continue for 
more than a limited fur- 
ther period without result- 
ng in temporary excess of 
capacity in some lines and 

in excise inventories. 
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Key questions in the 
1957 picture are when 
there might be at least a 
moderate let-down in 2 
plant-equipment outlays, | 
as occurred in 1954 and 
1949 ; when and to what ex- 
tent inventory needs might 
abate; whether credit conditions will ease, get tighter 
or stay about as they are now; whether retail demand 
for the 1957-model automobiles will be up to the in- 
dustry’s present expectations ; and to what extent and 
how rapidly defense spending will be stepped up in 
the light of increased world tension. That there will 
have to be some upward revision, perhaps sizable, 
in the latter seems obvious, 

Even on the basis of present order backlogs, higher 
1957 sales and earnings are assured for the aircraft 
industry. It is bound to be a plus year for shipbuilding 
and shipping. High order backlogs promise gains for 
makers of heavy machinery. Increased road building 
and other public works will importantly aid many 
companies. At least a moderate gain seems highly 
probable for automobiles and auto parts. It will be 
another good year for companies supplying equipment 
or services to the oil industry. Heavy-steel product 
will remain in tight supply throughout the year, with 
the indicated expansion in building of oil tankers add- 
ing to clamorous demands. Output of steel sheets 
seems likely to hold at the present high level at least 
through much of the first half, beyond which period 
the trend of automotive activity will bear watching. 
Among other lines, the outlook is promising for drugs, 
metal and glass containers, coal, packaged foods and 
utilities. Domestic oil companies will benefit at least 
over the medium term from sharp curtailment in the 
flow of Middle East crude oil. 

What about earnings? They will be higher in 1957 
for some companies, little changed for others, perhaps 
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down for many. Paced by steel and automobiles, total 
profits are now in a rebound from the reduced third- 
quarter level; but, with margins in many lines re- 
maining under pressure, it does not foot up to resump- 
tion of the dynamic 1955 uptrend which induced 
investors to pay higher and higher prices for stocks. 
The general rise in dividends has also slowed to a 
sedate walk. True, total payments so far in 1956 are 
well above the year-ago level, but this is due largely 
to increased rates inaugurated by numerous com- 
panies in the late 1955 weeks. 

Meanwhile, bond yields have risen further, notably 
in the case of tax-exempt municipals. For investors 
in the upper-medium or higher brackets, there is just 
no “percentage” now in buying common stocks for 
income when tax-free municipal bonds are being of- 
fered at yields of 4% or more. The same is so for 
institutional funds, most of which have become much 
less aggressive buyers of common stocks—and more 
defensive-minded — in recent months, although there 
is still emphasis on profit-making potentials in spe- 
cial-situation industries and individual stocks. On the 
whole, institutional support in the market is not likely 
to be as big a factor as it was earlier — unless and 
until stock prices go materially lower. We continue to 
figure that there is a ceiling on the daily average not 
much above the present leve!; and we cannot say with 
assurance that the floor represented by the October 1 
lows is a lasting one. Caution and careful discrimina- 
tion in portfolio management remains unchanged. — 
Monday, November 19. —END 
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Post-Election Realities 





By LAWRENCE JACKSON 


There are many valid reasons why election 
of a Democratic Congress to serve with President 
Eisenhower for the next four years provides an out- 
look that should cause business and industry no 
worrisome concern. 

A Senate and House differing only slightly from 
the ones which cooperated with the President in the 
closing years of his first term take over in January. 

Re-election of the President had been assumed 
for several weeks before November 6 and, while 
danger seemed to lurk in some portion of the Steven- 
son-Kefauver political shenanigans, it was note- 
worthy that Democratic Congressional candidates 
either were touching upon those subjects gingerly, 
or ignoring them. 

That is the background against which the next 
Congress was chosen. The axiom: “What is past, is 
prologue,” seems apt. 

Mr. Stevenson had little support from the men and 
women who will serve in Congress on his H-Bomb 
test ban; his rigid farm-price support policy wasn’t 
uniformly backed by them; he was alone in his 
personal and sometimes bitter attacks on Mr. Eisen- 
hower. And the big guns, which he trained on the 
GOP for being “too friendly to business,” turned 
duds and were stilled. 
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In the campaign there was no cross of gold, no 
essential difference on tariff and foreign trade, no 
“forgotten one-third” and, in fact, few real issues 
on either side. The President held existing policies 
would attain their objectives in time and were on 
their way; Stevenson wanted a managed economy 
but never got around to details. 


Factors In Victory 


In a landslide for a man, such as took place 
November 6, it is not possible to isolate prime fac- 
tors. “Peace, Prosperity, and Progress” was a mean- 
ingless thing that, perhaps, claimed too much 
monopoly for the GOP. The explanation seems 
simpler that the voters liked Mr. Eisenhower’s basic 
program of moderate social advance in a stable 
economy, the absence of personal favorites or cronies 
in government; they considered that in spite of re- 
cent upheavals he enjoys world-wide influence and, 
possibly more than anything else, if a war is to be 
prevented or, if necessary won, that he must be at 
the helm. 

In evaluating what is ahead for business in the 
“new” Eisenhower Administration, weight must be 
given to a factor never before implicit in the four- 
year outlook: the (Please turn to page 292) 
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Major Issues Facing Country 


Taxes 


President has said and Secretary of Treasury 
Humphrey has agreed that a cut on lower incomes 
will follow budget balance and renewal of debt re- 
ductions. These conditions have been met. But any 
ax cuts are bound to be held in abeyance unless 
nd until the foreign situation is clarified. 


‘ost of Living 


Jirect attack not possible due to wage-cost-price 
‘:piral generated by chronic labor demands and lack 
f controls in a free economy. However, upswing 
vill continue to be tempered by Administration ef- 
forts. 


‘oreign Aid 

Developments now enfolding in Middle East and 
Kast Europe may change the Eisenhower policy, 
vhich so far has leaned more toward economic 


rather than military aid. Conditions are so fluid 
that decisions on this score must wait on events. 


Foreign Trade 


Democrats will support measures to increase foreign 
market for agricultural commodities, but historic 
tariff fight looms: Democrats for freer trade, while 
Administration wants more tariff protection. Exist- 
ing powers to adjust tariffs is safeguard to business 
and will be used by the President. 


Federal Aid to Schoois 


Arguments against this have dissipated. Votes were 
ready to pass Administration measure with modifi- 
cation, last vear. Segregation won’t defeat bill this 
time. Taxpayers will raise $1.25 billion in Federal 
levies to cover the cost; almost match it in state 
taxes. ° . 


vv 


Labor Legislation ane 
Administration is for Taft-Hartley Act, and South- 
ern Democrat-control of Labor Committee in the 
House insures against substantive changes. Unions 
no longer seriously propose repeal, would settle for 
broadened Wage-Hour Act, for which they’ll fight 
but probably lose. 


Right-to-Work 


Democrats give lip service to repeal of enabling pro- 
vision on which almost a score of states base their 
statutes. Ike not strongly on record, but doesn’t need 
to speak out to save this provision. If test comes, 
Democratic votes from states having right-to-work 
laws would sustain the existing provision. 


Defense Spending 


Administration blueprint matches demands made 
by Democrats in last session and during the cam- 
paign: It means a big plane procurement program, 
shift from manpower to missile striking power. 
However, the conflict abroad might tend to modify 
this strategy. 


Farm Program 
Eisenhower-Benson flexible-parity program has sur- 
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vived its acid test: The election. Benefits are begin- 
ning to appear and Democrats realize they have lost 
an issue. There will be drive for rigid parity but 
Democrats don’t have heart in it, or Congressional 
votes to put it over. 


Civil Rights 

Segregation is on the way out. This will firm Demo- 
cratic opposition to Federal legislation speeding the 
process. Ike has said the issue must not delay school 
and housing programs, and he will not halt machin- 


ery of Government to please minority groups. No 
Civil Rights bill; no serious fight over shelving it. 


Antitrust 


Speeded-up activity in Department of Justice prose- 
cutions will be demanded by Ike, who is proud of 
record of filing antitrust suits, and now wants judg- 
ments. Democrats in Congress will ask more re- 
strictive laws but history of past attempts is against 
success. 


Small Business 


Small Business Administration has too many loan 
restrictions and too little money to make inroads 
on this problem. Defense procurement necessitates 
use of huge facilities for prime contracts. Ike will 
propose tax relief, and Democrats will go along. 
Congress can’t solve it, can’t forget it. Already it 
smacks of a permanent election issue. 


Social Security 


| Ever- blooming crop of bills to increase payments to 
laged and unemployed, and otherwise liberalize pro- 
‘visions will be cultivated by both parties- but, once 
more, rewrite of Social Security Act will bog down 


A under sheer weight of proposed changes. Party lines 


1 won’t be strongly adhered to on Capitol Hill and 
* lacking major policy content, statutory change un- 
likely. 


Health Program 


Ike doesn’t want to put the Federal government into 
the hospitalization or insurance business directly 
and neither he nor the Democrats have come up with 
a satisfactory “aid to health” program. Congress 
and Ike may agree on limited aid to the ailing— 
“catastrophic” cases, for example, where long ill- 
ness, costly institutional treatment are involved. 


H-Bomb Testing 


Ike and Congress will agree testing of fusionable 
bombs is national hazard, but at least equally haz- 
ardous to quit unless others do likewise and couple 
their pledges with an “open sky” or international 
supervision plan. 


Democrats strong for Federal housing program, 
which Eisenhower doesn’t feel is needed or can be 
maintained without greatly increasing national debt. 
Tight money rates and high labor costs are likely 
to curtail private building. 
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Companies With Strong 
1957 Order Backlogs 


—and Healthy Earning Prospects 


By WARD GATES 


Fur the investor, there never was a time when 
he did not have to cope with a number of uncertain- 
ties. While it is true that the times are packed with 
major events that add to the normal uncertainties, 
the situation nevertheless is not wholly unfamiliar. 

The elections now are out of the way, dispelling 
doubts on that front, but in this country elections 
to the Congress are biennial and Presidential elec- 
tions quadrennial, so there is nothing new in that, 
aside from the personalities involved. Much the same 
is true of the foreign tensions that find swift reflec- 
tion in the stock market. There probably hasn’t been 
a year since the rise of Adolf Hitler in Germany 
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that the world has known 
freedom from war tensions. 
Hot war, cold war, revo- 
lutionary war, small war 
and threatened war have 
dogged mankind for almost 
a quarter century. Nor is 
there any prospect of relief 
for the foreseeable future. 


Prosperity Never is 
Uniform 


Business uncertainties, of 
course, almost always pose 
a problem for the investor. 
If he is a student of the eco- 
nomic scene, then he knows 
that prosperity never is 
uniform. Steel, paper and 
aircraft manufacturers 
may topple sales and earn- 
ings records, yet the same 
year will find appliance 
manufacturers closing their 
doors, farm - equipment 
makers scurrying for new 
products just to survive 
and textile producers feel- 
ing a profit-margin pinch. 

Indeed, it is not unusual for the entities in a single 
industry to show wide swings. Thus, 1955 was the 
greatest year in the history of the automotive indus- 
try. Still, there were companies that sustained 
deficits last year. And this year, marked by a rela- 
tively sharp contraction in the auto industry, the 
two leading companies lost some ground, the third 
company had a poor year and the other makers of 
passenger cars went on writing red ink. 

These are but a few of the problems that confront 
the investor seeking guideposts for action in 1957. 
He now has a pretty clear idea of the kind of govern- 
ment he can expect over the next four years. He 
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Value of Manufacturers’ Orders and Backlogs 
(Millions of dollars) 
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NEW ORDERS: Seasonally Adjusted Aug. May June July Aug. 
| All manufacturing industries ....... 28,718 28,803 27,883 26,998 28,956 
Durable-goods industries 0000.02.00... cece 15,145 14,732 14,185 13,513 15,106 
Primary metal . 2,611 2,392 2,319 2,166 2,174 
Fabricated metal ....... 1,606 1,538 1,334 1,366 1,381 
Machinery .................. 3,833 4,460 4,311 4,140 4,153 
Transportation equipment ............ 3,844 3,213 3,202 3,001 4491 
no cs cachnansenssnpanceniouicnsbaatiionsdas 3,251 3,129 3,019 2,840 2,907 
Nondurable-goods industries ............ 13,573 14,071 13,698 13,485 13,850 
With unfilled orders . 3,191 3,229 3,045 3,072 3,061 
RR TT ay 10,382 10,842 10,653 10413 ~—=—-10,789 
NEW ORDERS: Not Seasonally Adjusted 
All manufacturing industries ..................... 28,443 27,945 28,796 25,936 29,042 
Durable-goods industries 14,580 14,223 15,236 13,143 14,867 
Primary metal 2,559 2,488 2,180 2,014 to 2,131 
Fabricated metal 1,686 1,492 1,401 1,366 1,520 
Machinery 3,698 4,187 4,613 4,007 4,003 
Transportation equipment .......................0008 3,191 3,052 3,842 3,001 ; 4,132 
Other durable goods ...... 3,446 3,004 3,200 2,755 3,081 
Nondurable-goods industries .....................0005 : 13,863 13,722 13,560 12,793 14,175 
With unfilled orders 3,159 3,035 3,106 2,734 3,030 
Other nondurable goods ...... 10,704 10,687 10,454 10,059 11,145 
UNFILLED ORDERS: Not Seasonally Adjusted 
All manufacturing industries ....... 51,809 57,525 58,594 60,408 61,800 
Durable-goods industries 48,385 54,678 55,679 57,518 59,073 
Primary metal 6,633 7,026 6,635 7,586 7,861 
Fabricated metal ............... 3,861 4,513 4,430 4,525 4,512 
aa Sa a 14,705 17,725 18,281 18,801 18,942 
RN NI osc ccscicosssncnnsyssccocteasceserncsns¥csescosusson 18,360 20,750 21,473 21,636 22,901 
Other durable goods ............... 4,826 4,664 4,860 4,970 4,857 
Nondurable-goods industries 3,424 2,847 2,915 2,890 2,727 


























has no idea of where the foreign tensions will lead, 
as witness the cleavage between the Western 
Powers, a sudden development that has stunned the 
world. In the light of critical developments now 
unfolding, we would defer new stock commitments 
at least until the dust has settled. 

The business situation will inevitably be affected, 
although to what extent must remain conjectural. 

In a world filled with uncertainties, no barometer 
is completely reliable. Yet it would seem that order 
backlogs come closest to fitting into the category of 
reliability. Backlogs, of course, are not like money 
in the bank, or even as good as merchandise shipped. 

After all, backlogs are subject to shrinkage and 
even cancellation, especially in the case of war mate- 
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rial. There it also is subject to stretchout. In the 
present instance, of course, the producers of aircraft 
and other defense goods, which already have heavy 
backlogs, shonld be the beneficiaries of increased’ 
ordering, for there is completely lacking any sign 
of a relaxation of the international situation. 


Backlogs Subject to Shrinkage 


Backlog orders of commercial producers shape up 
somewhat differently. These already are high for 
numerous producers of steel, merchant (and mili- 
tary) ships, railway cars and allied equipment, 
materials-handling equipment, cement and machin- 
ery for highway construction, machine tools and oil- 
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field equipment. The foregoing is but a partial list. 

Let us proceed then to examine, company by com- 
pany, the prospects for some of the industries that 
have heavy backlogs, selecting two corporations in 
each industry. They have been selected as repre- 
sentative of their field, rather than because of any 
superior position. 


THE SHIPBUILDERS 


Activity in United States shipyards is expected 
to hold around this year’s $500 million level through 
the Government’s fiscal year, which began July 1. 
It is expected that some $505 million in new orders 
will be placed with domestic shipyards before June 
30, 1957. These will involve construction and con- 
version of 56 merchant vessels. 

As of September 1, shipyards of this country held 
orders for 41 new merchant ships having an aggre- 
gate capacity of nearly a million deadweight tons. 
This situation is in sharp contrast to the beginning 
of 1956 when contracts entailed but 25 vessels total- 
ing less than a half million deadweight tons. Mer- 
chant vessels on order at September 1 included 29 
tankers, three cargo ships, four combination pas- 
senger-cargo vessels and five ships of other classifi- 
cations. 


The Suez Canal crisis has underscored the desir- 
ability of building supertankers to haul oil over 
great distances. The need for a tanker-building pro- 
gram of large scope was indicated, however, even 
before the trouble developed with Egypt over the 
canal. 4 


President Eisenhower, in his budget message for 
the 1957 fiscal year, urged a Navy shipbuilding 
program slightly higher than in 1955-1956. New 
construction proposed included another aircraft car- 
rier of the Forrestal class, additional nuclear- 
powered submarines, guided-missile destroyers and 
frigates, and a nuclear-powered cruiser. In addition, 
the President has called for an atomic-powered mer- 
chant vessel. Since shipbuilders will be busy with 
construction of merchant tonnage, fewer Navy 
contracts may be awarded to private yards over the 
near term. 


Newport News Outlook is Bright 


Newport News Shipbuilding & Dry Dock Co. is 
one of the few companies in this country that pro- 
duce all kinds of vessels. Its yards at Newport News, 
Va., are humming with construction and repair 
work on Liberty ships, tankers and passenger liners. 
Gross income totaled $157 million in 1953, declined 
to $149.5 million in 1954 and dropped again last 
year, totaling only $122.5 million. Total billings for 
the seven fiscal months ended July 23, 1956, 
amounted to $63,854,000, against $73,746,000 in the 
comparable period of 1955. 

Billings include shipbuilding contracts, ship con- 
versions and repairs, hydraulic turbines and acces- 
sories (down sharply), and other work and opera- 
tions. 


,~ The estimated balance of major contracts unbilled 
at the close of the period totaled $192,542,000. This 
compares with a backlog of $137 million a year 
earlier. Contracts obtained in the past few months 
for the construction of tankers, three of 40,000 tons 
and three of 60,000 tons, have helped to boost New- 
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port’s order backlog to close to $250 million, today. 

Of equal importance is the fact that its latest con- 
tracts are being made with more substantial profit 
margins. Hitherto, Newport, which enjoys top rating 
for efficiency, was unable to avoid the consequences 
of the severe competition prevailing in the industry. 
Cutting profit margins to obtain business was pre- 
valent. Wage rises and the materials-cost spiral 
(notably steel) added to the profits squeeze. 

Earnings for all 1956 probably will fall below the 
$5 per share mark, compared with $6.03 a share 
earned in 1955 and $8.96 in 1954. For the first six 
months of this year, net slipped to $2.49 a share 
from $3.19 in the similar period of 1955. 


Bath Iron Works Prospects Good 


All signs point to a major upturn in Newport’s 
fortunes. This second-ranking shipbuilder (Beth- 
lehem Steel is the kingpin), which has the biggest 
yard in the country and the only yard capable of 
handling passenger liners the size of the S. S. United 
States and Navy carriers of the Forrestal class, 
should be a major beneficiary of the prospective 
Navy conversion program. Nuclear-powered ships 
for the Navy are in the cards, and Newport should 
be a leader in this field. The company has been active 
for some time in nuclear developments connected 
with the marine field. Currently, it is working with 
Westinghouse Electric on construction of a proto- 
type nuclear propulsion unit. Newport also stands 
to benefit importantly from the rebuilding of our 
merchant marine and the tanker program. 

In any event, a reversal of the decline that began 
in 1954 should manifest itself in 1957 and beyond. 
The company was cited in THE MAGAZINE of Sep- 
tember 1, when the stock was selling at 58. It has 
had a sharp runup in the interval. 

Bath Iron Works Corp. is a foremost builder of 
fighting ships. Like Newport, it stands to benefit 
immensely from overhaul of our Navy in the atomic 
era. Only last month the company received a Navy 
contract totaling more than $40 million for con- 
struction of two guided-missile frigates. At the start 
of the year Bath received a contract for three addi- 
tional destroyers of a modified type. The contract 
value was put at nearly $49 million. 

Estimated unbilled balance of contracts at Sep- 
tember 30 (prior to the guided-missile destroyer 
contract) amounted to $63,726,000, compared with 
$72,179,000 at June 30, 1956, and $65,652,000 at 
September 30, 1955. 


Bath has done reasonably well during the lull in 
the industry. Gross income last year was down to 
$42,759,000 from $44,362,000 in 1954, but net earn- 
ings per share rose to $6.19 from $5.51. In the first 
half of this year income from contracts and sales 
totaled $20,552,000, down from the $23,440,000 
attained in the first six months of 1955. Earnings 
per share declined to $2.67 a share from $2.88 in the 
first half of 1955. 

While the company continues to operate at about 
the same level as 1955, aggregate billings may lag 
slightly. A considerable upturn should come next 
year as the company bites into its substantial 
backlog. 

For a company in a highly cyclical industry, Bath 
has an outstanding dividend record, having made 
some payment in each (Please turn to page 280) 
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BUILT-IN 


By HOWARD NICHOLSON 





In late 1956, American industrial enterprises 
are having to face up to a problem as pressing as 
any they have met since the days of the Great De- 
pression. The American dollar, after about four 
years of relative stability, is declining in value 
again. 

It is still far from the precipitous decline experi- 
enced in the years 1946-1951, and it is certainly not 
the kind of galloping devaluation that has affected 
European currencies in the past. It is, instead, a 
steady, persistent erosion of purchasing power. The 
danger is not so much that this pace of inflation will 
accelerate; it is rather that there is at the mement 
no sure method by which it can be arrested. 


Fertile Soil For Inflation 


It is often ditficult, in economics, as in history or 
politics, to put a truly current, living trend into 
perspective, for all to see. The current price trend 
is no exception. In fact, the man on the street is 
evidently not yet aware of it, and farmers, as well 
as businessmen in a number of momentarily de- 
pressed industries, might even argue that prices 
still are declining. And yet all the historie evidetice 
of long-term inflation already is present in the 
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PROFITS 


WAGE-PRICE INFLATION 


American economy, and one vital new element—an 
uncontrolled increase in wages—has been added. 

In late 1956, the American economy is about as 
fully absorbed in productive activity as it can get. 
The nation’s labor force is totally engaged—with the 
exception of about 2 million, which is the normal 
or so-called “irreducible” or “frictional” unemploy- 
ment. In fact, the labor force appears to be in a 
condition of hyper-employment: Oportunities for 
jobs have been so abundant, and the prevailing wage 
so attractive, that there have been large numbers 
of new entrants into the work force. In particular, 
women over the age of 35, whose homes no longer 
require personal attention, have been flocking into 
the labor market in enormous numbers; in the past 
few years, the increase in women at work or looking 
for work has been greater than the increase in the 
male labor force. Give or take perhaps a million 
workers, the American supply of labor now is fully 
drawn into the production process. 

What is true of labor also is true of machinery. 
In a large number of basic industries—although cer- 
tainly not all industries—demand now is measurably 
in excess of supply and production is at full capacity 
rates. Steel and aluminum are major illustrations 
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of this condition of full employment of industrial 
resources. Many critical chemicals are in the same 
condition. The machinery industry itself is operating 
almost around the clock in efforts to keep its order 
books from falling further behind. 


Government Spending As A Factor 


On top of this full employment of manpower and 
equipment, there looms ahead a large further in- 
crement of demand for goods originating in Govern- 
ment programs. The Federal highway program will 
take 20% more road-building materials in 1957 than 
in 1956, if plans go according to schedule (the pro- 
gram will also require an unknown but obviously 
substantial increase in manpower employed on the 
highway system). A new 


a special and significant form: They act to disarm 
the American economy’s. natural defenses against 
wage inflation. 


The Trend of Wages 


In September of this year, the average hourly 
wage in American factories reached $2 for the first 
time in this or any other country. And the $2 is far 
from measuring the total cost of an hour’s work; 
various fringe benefits not included in the figure 
add approximately 40 cents to the cost. Labor cost 
thus has risen about 5% since 1955. It is about 
double what it was in 1944 and almost four times 
as much as in 1929. 

In recent years, and notably in 1956, the increas 

in the cost of an hour’s 
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Middle East, as well as in 

Hungary, must clearly have an impact on our own 
degree of readiness, and on the defensive planning 
of our allies. As a result, massive new requirements 
for basic metals and alloys, and for a wide range of 
other materials such as rubber and chemicals, are 
being added to the already sizable defense consump- 
tion. A necessary corollary of this new urgency in 
defense spending is a new urgency about inven- 
tories. What might have appeared to be a satisfac- 
tory steel inventory might well look skimpy in the 
light of recent news from the Middle East. 

All of this is, of course, traditional grist for the 
inflation mill. But in late 1956, there are a number 
of special enabling conditions which promise to 
speed inflation on its way—to make it both more 
certain and more devastating. These conditions take 


250 


; up the prices of goods in 
relatively scarce supply. This is inflation from the 
demand side; characteristically, demand inflation 
gets a special stimulus from a new expansion of 
consumer debt, as relatively modest wage increases 
are parlayed into purchases of automobiles and re- 
frigerators through extension of instalment credit. 


The Uncontrolled Wage Rate 


Ordinarily, wage rates do not rise rapidly or 
simultaneously in a free-enterprise economy. Busi 
ness men, keenly aware of the competitive characte) 
of the free market, could be counted on to resist 
undue wage increases just to protect their sales 
volume. And when there are available unemployed 
workers who are legally eligible to work, business 
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men have an alternative to granting indefinitely 
higher wages to their present workers. Moreover, 
if at any time wages were to get out of line, the 
goods produced at such wages would not find a 
market and the resulting unemployment would itself 
dampen wage increases until a new balance was 
reached. 

This time-honored machinery by which the wage 
rate is controlled in a true free-enterprise system 
has, unfortunately, been largely dismantled over the 
past two decades and in its place has grown a system 
designed not to achieve economic balance, but to 
provide permanent upward pressure on wages with- 
out regard to the economic consequences. 


Three Legs of Cost Inflation 


This inflation machine has three legs. The first 
is organized unionism, and its associated principles 
of industry-wide bargaining and the union shop. 
As these principles have developed, the incentives 
for individual manufacturers to resist wage increases 
in excess of productivity gains have been seriously 
weakened; the individual producer seems to suffer 
less from increased costs, if all his competitors 
suffer such increases at the same time. Similarly, 
taking a strike instead of a wage increase is very 
unattractive indeed, if all competitors are going to 
settle and go on producing. Inability to supplant 
strikers with a non-striker work force—this is a 
practical inability wherever it is not a legal in- 
ability-makes a determined resistance to wage in- 
creases eventually impossible. 

A second leg of the inflationary triangle is the 
frustration of legitimate credit policy objectives by 
a conflicting objective of national economic policy. 
The Employment Act of 1946, whose actual language 
is quite vague, has now been unanimously inter- 
preted as meaning that the Federal government 
holds direct responsibility for maintaining some- 
thing like “full employment” of American industrial 
manpower. Whether or not this is a legitimate in- 
terpretation of the Act, it is at least true that it is 
an interpretation underwritten by popular mandate, 
and any political administration which now permits 
any sizable volume of unemployment is certain to be 
voted out of office in a hurry. 

The result of this imposition of the burden of 
full employment has been to make conservative 
monetary policy possible only up to the point where 
it begins to induce unemployment, but no further. 
The restraints on credit exercised by the Federal 
Reserve over the past two years have certainly been 
commendable, but it is noteworthy that they have 
fallen short of producing any unemployment, and 
they have most certainly not restrained the increases 
in wages granted by American industry. They have, 
in a word, been totally ineffective against wage in- 
flation, however effective they may have been 
against credit inflation. 

The third leg of the inflationary triangle is the 
tight link that has been developed between prices 
and wages. As wage increases precipitate higher 
selling prices, the rise in living costs now sets off a 
new round of wage increases through escalator 
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clauses in wage contracts. This kind of contract, 
which originated in the automobile industry; now 
has spread far out from Detroit and has reached into 
industries where it is much less easily digested than 
in the dynamic auto industry. Its effects are such 
as to add another source of energy to the wage-price 
spiral. 


Wages and Today’s Inflation 


In the tinder-box of inflationary tendencies that 
now exists in the American economy, the inflation- 
ary bias of the wage trend could well prove to be 
the initial spark. In steel, for example, a wage in- 
crease emerging out of the 1956 strike already has 
precipitated one price increase. That price increase 
already is eating its way into the consumer price 
level, tipping off escalator clauses in wage contracts 
as it goes. A further wage increase in steel is due 
next June and steel managements have already in- 
dicated that protection of their investment will re- 
quire another price increase early in 1957, to cover 
increased wage costs already granted, let alone 
those to come at mid-1957. The increase in steel 
costs is raising the price of machinery, thereby de- 
valuing those very dollars, spent on machinery, 
which add to the nation’s productivity in factories 
of all industries. 

And the increase in steel costs also is raising 
havoc with the price of national defense. In view of 
the obvious upward course of steel prices, inventory 
demand for steel also has perked up considerably. 
Whereas the steel market was widely expected to 
reach a healthy balance of supply and demand by 
year-end, there is now a possibility of an inflation- 
ary excess of demand over supply continuing well 
into 1957. 


Who Pays for Inflation? 


In the particular circumstances of late 1956 and 
early 1957, it is very likely to be business itself that 
will pay a large part of the price of wage inflation. 
In a number of important markets, opportunity to 
pass on the increases in wage costs may not be pres- 
ent, in which instance, of course, profit margins are 
bound to shrink and dollars available for reinvest- 
ment will be reduced. But in the long run, labor 
costs, being the dominant business cost, must set the 
level of selling prices, and the consumer himself, be 
he wage earner, salaried worker or investor, will 
eventually foot the bill. Statistics can be paraded out 
almost ad infinitum to demonstrate that any infla- 
tion eventually comes to rest on the consumer, and 
that wage gains in excess of legitimate increases 
represented by increases in output are illusory, in 
that they are eaten up by higher prices. 

But as long as labor unions can hope to gain even 
a temporary advantage through wage increases, as 
long as the world situation remains fundamentally 
inflationary and as long as monetary controls are 
vitiated by a government commitment to maintain 
“full employment,” American business is likely to 
face a persistent and vicious cycle of rising costs 
and prices. END 
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RAILROAD rate increases pending, or being processed 
over the desks of company statisticians, will have 
additional support as a result of new agreements 
made by the carriers with their non-operating 
unions. Normally, the wage item of the rail systems 
is equated to the contracts entered into with train- 
men, locomotive engineers, porters and the like. But 
the latest is with none of these; it is with the Inter- 
national Association of Machinists and it involves 
750,000 employes. It will add $1 billion to operating 
costs! The terms are written into a three-year con- 
tract, but the terms are meaningless. Unions may 





WASHINGTON SEES: 


President Eisenhower's tremendous victory lacked 

the grand slam element which would have given 
him a Congress of his own party and the result 
will be Democratic chairmanships of all Capitol 
Hill committees. 
- Ike’s landslide must be catalogued as personal 
to him. Far from brushing off on his party, the 
tribute went, on the Congressional level, to Demo- 
cratic office-holders — the second successive elec- 
tion in which the voters appeared to feel the 
Eisenhower Administration and the public interest 
would best be served by giving him a legislative 
branch dominated by his opposites in party 
affiliation. 

That becomes more acceptable when it is noted 
that Senator Harry F. Byrd remains chairman of 
the Finance Committee. The Virginian is one of the 
few legislators in recent history whose influence 
has been equally strong in both parties. When 
Ike campaigned in Virginia he was lavish in his 
praise of Byrd and in acknowledging the Senator's 
service in Congress and as an adviser to the 
Executive Branch. 

. Almost every major committee will operate 
under a chairman from below Mason-Dixon Line. 











By “VERITAS” 


reopen the contracts at any time. 


LABOR UNIONS are scratching for salvage from the 
national election. Never have their political actio: 
committees spent more time, effort and money in : 
campaign, and rarely have they come up with les 
to show for it. Solace is being sought on the stat« 
and local level. Argument is made that the union 
were responsible for retaining Congress in Demo 
cratic control, an argument that overlooks defeats 
in most industrial and mining centers — West Vir 
ginia and Kentucky are classic examples. Industria 
Ohio elected a Democratic U.S. Senator, Lausche 
AFL-CIO walked out on him. 


SCHOLARSHIPS in college received attention during 
the campaign and interest in their promotion has 
been vitalized. Yet surveys show more than 2,000 
of them, worth $4 million, go unclaimed each year. 
No single source lists them all. Business and indus- 
try, admittedly with some selfish interest, are sub- 
stantial sponsors. For those who do not seek scholar- 
ships, or do not qualify, the university loan systems 
at nominal interest, mostly payable after gradua- 
tion, have been shown to be great aids and good risks. 
When these assists were fewer only the class genius 
stood a chance. Other factors now count for more. 


KICKOFF DATE for Rep. Wright Patman’s investiga- 
tion into the operations of the Federal Reserve 
Board is December 12. The Texan wants a few weeks 
to ready another attack on FRB methods and this 
will give him working space before Congress recon- 
venes. To say that he is unsympathetic toward this 
office is to treat the issue mildly. Declared purpose 
of the new probe is to determine whether the trend 
toward higher interest rates already has gone too 
far, and if money controls haven’t fallen short of 
their objective of fending off infiltration. Open mar- 
ket committee operations is another target — one of 
several more. 
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» Department of Labor has determined to substitute 
facts for political pleas in the matter of expanded 








wage-hour law coverage. 
be conducted. 





A wage survey is about to 


Labor and management joined in the request 
that the Bureau of Labor Statistics gather the data. 
Each, apparently, considers its position will be 





units are to be asked for wage information. 
largest segment of the un-covered employment picture. 

All who employ eight or more persons in a retailing 
enterprise will be sent questionnaires; mass employers 
such as big department stores will be covered individually. 





Affected will be the retail trades -- 20,000 


This is the 


« Employer spokesmen say a $l-an-hour minimum 











(it could be increased to $1.25 an hour before the new 
Congress adjourns) would require drastic changes 





The base rate for regular workers 





rates during the long shopping days, sales 
2eriods, and holiday weeks, a re-examina- 
tion of payrolls will be necessitated. 

The part-time worker method would be 
revolutionized. 





» Securities and Exchange Commis- 
Sion files reflect an interesting switch 
in the mercantile business: Kroger Co. 
has organized real estate concern 
(Gromarco, Inc.) which will own Kroger's 
leased properties. The new company will 
sell securities to finance store-construc- 
tion programs. The realty operation 
will be a vast one: 150 new outlets this 
year and a matching program for next 
year; eight warehouses in construction or 
on the planning board. 




















» Supreme Court is underscoring 
the trend toward wholesale review of 
labor-management relations. An increasing 
number of cases is being entertained for 
review and additional petitions are on the 
way, aSking for certiorari. The high 
court now has granted review for 13 labor 
cases, placing them on the hearing docket 
(it denied appeals in 10 others by 
refusing to schedule them). Of the 
accepted cases, three are brought by unions 
to compel arbitration, placing in issue 
the meaning of the Taft-Hartley Act with 
respect to enforcing that settlement. 























There are no rumorings in 
Federal Reserve Board circles here of 
loosening of credit. When the tightening 
process now controlling the money market 
Set in, it was gradual -- not all districts 








in employment policy. 
is not a problem, but when stores begin paying premium 


probably will come in the Same manner, 

but are no Ss Educated guess 
is that interest rates will continue high 
well into 1957. Consumers have contracted 
almost $30 billion of purchase debt, 

on which they must make monthly payments. 
It takes $2.9 billion monthly to 
discharge those obligations and the 
figure is slated to reach $3 billion 

next month. 








Defense Mobilization Adminis- 
tration is updating demand-supply factors 
and weaving them into the continuing 
plan for emergency controls -- emphasizing 
again that nothing yet in the Middle East 
picture reflects need for civilian 
restraints. It is known that the two 
commodities getting most attention are 
those which could be in short supply if 
the fracas abroad turns into full-scale 
war: petroleum and nickel. In the case of 
oil, the prospect of shortage is expected 
to give stimulus to construction of 
bigger tankers. If that happens, steel 
will be brought close to an allocations 
system if, in fact, one does not become 
essential. Even then, ODM says, the 
civilian economy, while coming second in 
priority, might not feel the Slowing 
effect of emergency routing. 
































» Relier for lagging foreign aid 
Shipments of United States agricultural 
commodities has been granted by the 
Federal Maritime Board. After months of 
pressure and deliberation, the Board has 
agreed to release not more than 30 Liberty 
Ships from the mothball fleet. The ships 





























were immediately affected. The release 
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will be made serviceable to 18 shipping 
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companies whose requests totaled 80 ships. 
A one-year charter will accompany each 
released ship. Permitted will be outbound 
shipments only, limited to grain and 
other bulk cargoes. 








» Effort to insure against 
disruption of normal shipping business 
will be channeled throuch a series of 
restrictions. The Department of Commerce 
will require proof that privately-owned 
vessels are not available; that the 
operation will be “in the public interest." 
The latter proviso is left without 
detailed definition. That was purposeful. 
It can be interpreted in the light of 
changing conditions, if necessary. The 
Government already has some experience in 
this area of administration: 30 ships 
were released to haul coal when the traffic 
became so heavy that American bottoms 
were unavailable and foreign owners 
Skyrocketed their prices. The defense 
aspect is being played down. Obviously it 
was not overlooked. 
































p» A home-building revival is 
expected by the U.S. Savings & Loan League 
and the forecast is based on money to be 
available, not merely on aspiration. 
Norman Strunk, League executive, has 
plowed through the "tight money gloom" to 
predict that the nation's 6,000 savings 
and loan associations == source of almost 
40% of all home-mortgage funds -- will 
expand business in 1957. He reasons that 
these institutions have had to take a 
breather this year to catch up with the 
growth in preceding years; that they 
have been building "liquidity" and paying 
off Federal Home Loan Bank indebtedness. 














» An element which has been 
receiving increasing acceptance has been 
indorsed by the savings and loan league: 
An expectation that the demand for funds 
on the part of business and industry 
next year will be less insistent, thus 
easing the strain on the mortgage-money 
market. The rate of business expansion 
through use of borrowed funds will slow 
down, it is predicted. 























® The frozen-food: industry, which 
already has had a major impact on packing 
and selling, will zoom next year, the 
U.S. Department of Agriculture predicts. 
The affected trades are studiously 
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perusing the bases on which the Government 


makes this forecast. It is all set out 
in the 1957 Outlook Issue of "Marketing 
and Transportation Situation," a product 
of the USDA marketing service. Major 
factors contributing to the expansion are 
seen as increasing population, larger 
real income, further improvements in 
quality of frozen foods and the growing 
popularity of convenience foods among 
housewives. 

















p» Production of principal frozen 
foods in 1946 was about 4.5 times the 
1945 volume. But the growth was not evenly 
distributed among all commodities. 

Frozen orange juice concentrates, frozen 
meats and prepared frozen foods have 
shown the greatest activity. Increased 
use of frozen foods, the report said, 

may increase demand for some farm 
commodities at the expense of others, and 
Shifts to frozen foods will change 
competitive relationships. 























» FIC Speed-up in enforcing 
Federal antitrust laws is producing 
results exceeding any since World War Il. 
In the first four months of this fiscal 
year (July-October) 29 antimonopoly 
complaints were issued, which beats the 
average for years immediately preceding 
and almost matches the total for the 1956 
fiscal year, ended last June 30. Six of 
the new complaints were directed at 
corporate mergers, a field of greatly 
increased interest in the Federal Trade 
Commission. 

















> With campaign oratory having 
served its purpose or failed, according to 
one's own viewpoint, agriculture is 
expected to settle down to self-preser- 
vation and a leader in that effort is the 
American Farm Bureau Federation. AFBF is 
a major element in the farm picture, 
noted for steadfastness and resistance 
to political winds. Its advice to the 
farm belt is to make the most of available 
technology and steer clear of Government 
policies having the effect of freezing 
agriculture into old and outmoded 
patterns. Freedom of movement must be 
maintained to allow for shifts to meet 
changing trends, take advantage of 
increased efficiency and productivity, 
it is counseled. 
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The 


French 
Position 


In a Changing 
World 


By V. L. HOROTH 


That economic troubles are piling up in France 
should be no startline news. Ever since the end of 
World War II, France has been on the brink of one 
kind of economic crisis or another: unbalance in 
international payments, deep class resentment over 
the distribution of tax burdens, gaping Treasury 
deficits and the ever-present inflationary pressures. 

But somehow Franc? has muddled through these 
various crises. There has been in the last three years 
a display of extraordinary expansion in industrial 
activity and of fair prosperity for most of her 
citizens. 

Now the storms are gathering again and from 
several directions. Internal inflationary pressures, 
which for the last few years were held back because 
of rising output and imports, are threatening to 
erupt once more. The unbalance in France’s inter- 
national payments already is serious, even before the 
full effect of the Suez Canal crisis and of the cutting 
off of petroleum supplies by the Arab countries is 
fully felt. 

And as if this were not enough, France’s colonial 
empire is seething. In Algeria—the maintenance of 
the uneasy armistice costs more than a billion francs 
a day. Tunis and Morocco would have broken away 
completely had it not been for French economic aid. 
Communist agitators are reported to be stirring up 
the natives in Madagascar and even in French West 
Africa. 

In fact, many observers are of the opinion that 
the lack of rescluteness that Britain and France 
showed in their dealings with Egypt’s Col. Nasser 
will in the long run speed up rather than avert the 
disintegration of their colonial empires. What then? 
What will the French economy be like without the 
resources and the markets of North Africa? Few 
Frenchmen dare to think that far. Will the French 
franc survive the threatening storms? 

Those tourists who were in France last summer 
would have had a hard time finding signs of impend- 
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ing economic and political troubles. Paris never was 
gayer and more bustling, but “oh, how expensive.” 
Many Americans were inclined to cut short their 
sojourn in Paris, but outside of the city, hotels and 
spas had a good season anyhow. French people have 
taken to traveling and holidaying, and why not? De- 
spite the tight labor situation, the Socialist-domi- 
nated Parliament voted the extension of vacations 
with full pay from two to three weeks for all em- 
ployes throughout French industry and commerce. 


Outwardly Booming and Prosperous 


France is still enjoying the greatest industrial 
boom she has ever known. As the London Economist 
points out, France “alone among European countries 
has recently matched German industrial growth 
month for month.” The general index of industrial 
production keeps on establishing new records, rough- 
ly about 10% ahead of last year. 

As will be seen from the accompanying table, the 
volume of French industrial production is almost 
twice as high as in 1938. For chemical and engineer- 
ing industries, which are among the most modern 
and competitive, the increase is even greater. The 
aircraft industry has made a remarkable comeback. 
The automobile industry is expected to turn out over 
900,000 units, against 725,000 in 1955, while the 
steel output may approach the record level of 14 
million tons (without the Saar) against 12.6 million 
tons produced in 1955. The recently discovered petro- 
leum fields also are expanding production. 

As elsewhere in Western Europe, investment ac- 
tivity in France has been an important factor in the 
current boom. But until recently, investment spend- 
ing continued to be largely confined to the moderni- 
zation of railways and other transport facilities, to 
hydroelectric plant development, and to the national- 
ized industries. Now, however, the French public 


is beginning to invest in new housing, and French 
businessmen in plant modernization, possibly 
prompted by fear of another dose of inflation. Many 
French industries—coal, steel, chemicals, engineering 
—are among the most efficient in Western Europe, 
although other industrial segments are woefully in- 
efficient and backward. Similarly, the French have 
tended to overdevelop industrially the region around 
Paris and in certain provinces of the North and the 
East. In contrast, the French Southwest and South 
are, in reality, underdeveloped areas. 

The high level of business activity in France ha 
resulted in heavy demand for U.S. machinery, metals, 
chemicals, raw materials and fuels. U.S. shipment 
of coal during the first eight months of 1956, fo 
example, were more than twice as large as a yea 
ago. Over-all U.S. exports to France during th 
January-August period were valued at $353 million 
an increase of some 50% over last year’s figure o 
$235 million. While the demand for U.S. consume) 
goods may be limited in the future by France’s tight 
ened import controls, exports of coal, oil, machinery 
and metals should continue to increase. 


Mounting Purchasing Power 


Although the French economy is pouring out : 
record volume of goods and although French import: 
are greater than ever, there are signs everywher: 
that the demand for goods and services is once mor: 
increasing faster than the supply. Despite Govern 
ment efforts, prices are rising, and labor is restless 
For some time now, the official cost of living index 
has been dangerously near the point at which th« 
national minimum wage must be raised by 5%. Ii 
this should happen, the French cost structure, ‘al: 
ready inflated by vacation payments and high social 
security charges, would go still higher, and make 
French products even more difficult to sell abroad 










































































— ST 
FRANCE: Production, Cost oF ‘Stoing and Wages 
Industrial Production Steel Mot. Veh. 
ae Output Output 
Machinery Chemical Farm Cost of Wage 
Total Indust. Indust. (Annual Rates) Output Living Rates 
(1938 = 100) (mil. m.t.) (000 units) (49-50 — 100) (1949 = 100) 
1938 100 100 100 
1950 123 131 144 8.7 358 100 
1952 144 173 158 10.9 500 101 145 169 
| 1953 140 157 163 10.0 498 110 144 175 
1954 152 172 188 10.6 600 120 145 184 
I} 1955 Q) 164 196 204 12.6 715 145 191 
2 173 201 220 12.9 778 145 195 
3 153 181 190 11.7 614 144 200 
4 177 212 220 13.2 789 146 211 
166 197 208 12.6 725 125 
1956 Ql! 177 227 219 13.1 855 148 214 
2 191 240 240 13.7 874 148 217 
3 147 
@.. 
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U. S. Trade with France 
(In Millions of Dollars) 
U. S. Exports to France 1954 1955 1956 U. S. Imports from France 1954 1955 1956 
: (6 mo.) (6 mo.) 
Machinery & vehicles 93 116 64 Steel mill prods. other metals 26 39 24 
Metal products 34 69 47 Textiles 31 37 19 
a rene 107 38 1 Wines, other beverages 17 19 9 
- Other food products 14 WW 

i 4 
Chomient prqtucte a . Leather, hides, furs WW 15 8 
Coal ..... 7 W 31 Perfume, other chem. prods. 9 iB 6 
| All others 55 82 72 All others 49 68 35 
Total 329 356 258 Total 157 200 108 

















With the exception of coal and steel products, which 
are subject to the European Steel-Coal community 
price rulings, practically all French exports already 
are subsidized in one way or other. Currently, export 
subsidies cost the French Treasury the equivalent of 
a quarter of a billion dollars every year. 

Why, the reader may ask, is the demand for goods 
increasing faster than the available supply? 


The number one factor is the boom in industry, 
rising investment activity and awakening interest 
in housing construction. 

The number two factor is mounting consumer de- 
mand. Wage increases granted in the last few years 
generally were higher than the rise in the produc- 
tivity of labor warranted. The full effect of the 10% 
wage increase granted in 1955 became felt only this 
year. 

The number three factor is increasing Government 
spending. The cost of the Algerian campaign, and 
now of the Suez campaign, is only a part of the story. 
Subsidy payments have been increasing partly be- 
cause of relief payments to the wheat farmers whose 
crop was badly damaged by the cold wave in Feb- 
ruary. Old-age pensions also are being raised. Only 
a part of this mounting Treasury expenditure is 
likely to be covered by taxes and the Treasury 
deficit, which in 1954 and 1955 averaged around 
Frs. 770 billion (see table) may reach a trillion 
francs this year. 


But it is the situation in the months ahead that 
can become really dangerous, if the demand for 
goods continues to expand at the present rate. All 
major French industries now are approaching full 
use of their existing capacity. The mobilization of 
young Frenchmen for the Algerian campaign and 
the exodus of Algerian workers has made the labor 
situation tighter than ever, and any extensive plant 
expansion or modernization would only add to the 
pressures on available economic resources. 

Second, with the balance of payments deteriorat- 
ing, France may not be able to maintain the present 
record flow of imports into the country. This brings 
up the discussion of another source of French 
troubles: The deterioration in international pay- 
ments. 

Because of the widening disparity between French 
and foreign production costs, France in postwar 


years tended to spend abroad more than she earned. 
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The difference usually was made up by American 
loans or grants. 


Rising Deficits in Foreign Payments 


From the end of 1953 up to the early part of 1956, 
however, France was able to manage her interna- 
tional payments extraordinarily well. Because of a 
series of excellent crops, she became a net exporter 
rather than a net importer of many farm products 
and foods. At the same time her European neigh- 
bors, pressed for goods, were eager to buy French 
steel, food, textiles, and other specialties. Thus, it 
happened that in 1955 France had actually a small 
surplus of exports. 

She also benefited that year from extraordinary 
U.S. contributions toward the cost of the Indo-China 
campaign and from large spending by U.S. troops in 
France. In 1954, these American contributions came 
to almost $1 billion; in 1955, they were somewhat 
smaller but still exceptionally large. As a result of 
these windfalls, France was not only able to reduce 
her postwar debts to the United States, Canada and 
the International Monetary Fund, but was in a posi- 
tion to build up her gold and foreign exchange re- 
serves to the equivalent of $2,120,000,000 by the end 
of 1955. This was almost as large an amount as the 
sterling area held at that time. 


Need To Import Food 


The situation underwent a drastic change for the 
worse this year. French goods became harder to sell, 
partly because they became even less competitive 
than before owing to their high price, and partly 
because of restraints on purchasing power intro- 
duced in some of the best markets for French goods. 
In contrast with exports, which are currently run- 
ning below last year’s level, imports may be some 
20% larger. More food must be imported to make 
up for smaller crops and to keep food prices down. 
Thus the small export surplus in 1955 may become 
a 300 billion franc deficit in 1956, one of the largest 
on record. 

The turnabout for worse in foreign trade has been 
accompanied by a gradual drying up of American 
contributions. Unlike the cost of the Indo-Chinese 
campaign, the cost of fighting in North Africa and, 
more recently, in Suez is strictly a French affair. In 
addition, French interna- (Please turn to page 291) 
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By OLIVER NORTON 





There is no doubt that thousands of investors 
prefer to own stocks in companies with a simple 
capitalization on the theory that such issues offer 
greater dividend and market safety than those 
which have, in addition to common shares, preferred 
stocks and bond issues outstanding. Many of these 
investors have no difficulty in recalling lean times 
when corporations had the onerous responsibility 
of finding funds for bond interest and preferred 
dividends. Quite frequently, there was nothing left 
for holders of the common shares. 

Indeed, in instances where preferred issues were 
cumulative, the burden of payment remained with 
the companies long after there had been an upsurge 
in corporate fortunes. Even to this day, there are 
companies paying off arrearages on the preferred 
stock, which means that there still is nothing for the 
owners of the common. 


The Leverage Element in Equities 


Still, as many of these investors realize, the ele- 
ment of “leverage” may give a common stock a 
definite speculative advantage, although this is far 
from being a one-way street. As an example, there 
is a tendency for the so-called leverage stocks to sell 
at relatively high prices in the aggregate during 
good times or good markets. On the other hand, 
they are subject to a greater degree of undervalua- 
tion in times of recession. 

Leverage is imparted by a variety of circum- 
stances, but most often by a speculative or pyra- 
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mided capital structure involving heavy prior 
charges for interest and/or preferred dividends. 
The latter also is found, though in lesser degree, in 
perfectly sound capitalizations. To the degree that 
this is so, leverage exists. 


Element of Fixed Overhead 


Powerful leverage also can be exerted by such 
elements as heavy fixed overhead, a condition fre- 
quently found in the capital-goods industries, in 
the steel business, and in railroads and _ utilities, 
where capital investment is substantial. 

As we have seen in recent years, when operating 
conditions were favorable and sales reached impres- 
sive heights in many fields, the leverage factor often 
was responsible for sharp spurts in earnings per 
common share, particularly if the number of such 
shares was relatively moderate. After the break- 
even point is attained, all profits accrue to the com- 
mon stock, where the potential benefits are, theoret- 
ically at least, unlimited. The return to bondholder 
and owner of the preferred shares is fixed. 

Common stockholders thus may profit immeasur- 
ably from expansion of a company’s activities, prop- 
erties and earnings at the expense of holders of 
fixed-interest securities. 


Other Side Of the Coin 


Leverage, of course, is a two-way street. The 
holders of the common stock, as previously noted, 
can also run into a period of declining profits. Earn- 
ings on the common shrink, and prior charges and 
preferred dividends suddenly loom large. 

Since leverage is a two-way street, the investor 
immediately is prompted to ask in which direction 
to proceed and, most importantly, when. For best 
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results, they should be purchased in the early stages 
of a boom and disposed of when the boom has at- 
tained its peak, with declining earnings in the 
offing. At least that would seem to be the classic 
approach, although it closely approximates the old 
adage about buying stocks at the lows and selling 
them at the highs. 

Translated into terms of reality, there are many 
investors now holding leverage common stocks 
bought in the initial stages of the present boom. 
Such people have substantial (and sometimes sensa- 
tional) profits. Noting the prolonged boom condi- 
tions, many such people refuse even to take partial 
profits to write down costs. 

There is, to be sure, no rule of thumb to be fol- 
lowed in dealing with leverage stocks, since they are 
to be found in many fields. Thus, one industry may 
be in for even greater heights in the year ahead, 
while a contraction impends in another. 


Assaying Cyclical Groups 


Since fluctuating corporate volume tends to em- 
phasize the leverage factor, shares of companies 
whose sales are unusually sensitive to cyclical 
swings in the economy naturally reflect leverage 
more strongly than those with a promise of reason- 
able stability of sales and earnings, such as, for 
example, the tobacco companies, food processors and 
utilities. At the other extreme are found typical 
cyclical stocks, especially in capital-goods fields, 
notably the steels, machinery makers and farm- 
equipment producers. When a downtrend is indi- 
cated, disposal would safeguard capital. 

Railroads and utilities assume a special position. 





The carriers are highly sensitive to cyclical fluctu- 
ations, while that is far less true of the power com- 
panies. The way railroad earnings shoot up under 
improving traffic conditions that accompany a boom 
in the economy is a prime example of the workings 
of the leverage factor. 

Attention of the reader is called to the accompany- 
ing table dealing with the leverage stocks. The 17 
stocks represent varied industries, but they have 
this in common: All show gains in per-share earn- 
ings for 1955, a boom year, from 1954, marked by a 
recession in the economy. These gains range as high 
as 103%. It also is significant that each of the com- 
panies registered sales gains (ranging to 64%), 
made possible in many instances by recourse to debt 
financing and preferred stock issues. 

For purposes of contrast, a table of companies 
with only common stock also has been appended. 

Perhaps the easiest way to clarify the significance 
of leverage would be to set forth a few instances in 
which it is a factor. 


It would be difficult to find any dissent to the 
placing of Dow Chemical Co. in the growth category. 
It has immense diversity of product and market. Ex- 
panding usefulness of chemicals is boosting volume 
and, most significantly, making lower prices feasible 
which, in turn, further increases sales. Over the 
past decade annual sales have been boosted more 
than fourfold—from $132.8 million in the fiscal year 
that ended May 31, 1947, to $569.5 million in the 
latest fiscal year. 

Since the end of World War II capital expendi- 
tures have been on the order of $700 million. While 
these enormous (Please turn to page 287) 
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17 Companies With Varying Leverage | 
: Tis Preferred - a ; a 7 
Long- Stock 
Term (Stated Percent Percent 
Debt Value) Net Sales Increase Net Per Common Share Increase 
1955 1955 1954 1955 % 1954 1955 % 
(Millions) — 
Aluminum Co. of America $308.3 $ 65.9 $ 708.3 $ 845.0 19.3% $ 2.19 $ 4.18 90.8% 
American Cyanamid 94.7 48.4 397.5 451.0 13.4 2.95 4.07 37.9 
Bethlehem Steel 336.9 93.3 1,656.8 2,096.6 26.5 13.18 18.09 37.2 
Carrier Corp. 30.9 10.4 151.4 190.0 25.5 4.69 4.82 27 
Continental Can 79.6 15.0 616.1 666.2 8.1 2.76 3.22 16.6 
Dow Chemical 160.0 428.2 470.7 9.9 1.42 1.64 15.4 
Food Machinery & Chemical 41.5 14.8 225.3 255.8 13.5 3.82 4.55 15.1 
Goodyear Tire & Rubber 228.9 11.3 1,090.0 1,372.1 25.8 5.04 5.90 17.0 
Gulf Oil 175.4 1,705.3 1,895.6 11.1 7.16 8.19 14.3 
Jones & Laughlin 105.4 29.3 492.9 696.5 41.3 3.80 7.73 103.4 | 
Minneapolis-Honeywell Reg. 19.0 16.0 229.4 244.4 6.5 2.42 2.99 23.5 | 
Rayonier, Inc. 85.0 86.9 142.5 63.9 2.05 2.87 40.0 
St. Regis Paper 73.0 13.1 200.0 257.0 28.5 2.52 2.95 12.5 
Standard Oil of Indiana 386.3 1,660.3 1,781.3 , 7.2 3.61 4.75 31.5 
U. S. Rubber 155.5 65.1 782.5 926.1 18.3 4.29 5.24 22.1 
U. S. Steel 286.0 360.2 3,241.3 4,079.7 25.8 3.23 6.45 99.9 
Wheeling Steel 48.9 35.7 187.5 246.6 31.5 4.98 8.12 63.3 
———~~ 
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TEXTILES 
Up From the Bottom 


By CHARLES H. WENTWORTH 


This is a critical period for the textile industry. 

It’s a time when the nation’s fabric and yarn makers either 
must turn the corner on the road to higher sales and fatter profits, 
or continue in the rutty road of the past two years of wavering 
volume and skimpy profits. 

The opportunity for improving earnings and volume seems 
excellent and the textile company executives themselves seem 
optimistic about the outlook. Their rosy views are based on the 
following key developments of the last few months: 


A general increase in textile prices. 

The halting of a flood of Japanese imports. 

The possible expansion of the export market for 
American fabrics. 

The winnowing out of many marginal] textile op- 
erations seems to be nearing completion. 

A general expansion of those markets on which 
the textile industry is dependent. 


To wary investors who have watched the post- 

World War II textile industry have a series of ups 

and downs, the fiber and fabric makers still are re- 

garded as a feast-or-famine industry. But some developments 

must be kept in mind that in the last two years may have 
altered that status. 


Marginal Operators Dwindling 


The industry has been changed in two ways. Hundreds of 
marginal mills that relied on specialized markets and lower 
wage scales have been squeezed out of the industry, both in the 
North and the South. Many of the larger, publicly-owned textile 
corporations have rid themselves of their losing operations and 
absorbed some of the more profitable units of the industry into 
their corporate structure. 

Burlington Mills, M. Loewenstein, Dan River Mills, J. P. Ste- 
vens and Textron, all major companies in the industry, have 
pursued this policy and now are at the point where the past 
_ of tinkering, carpentering and sandpapering should pay 
off. 

The fiber makers like duPont, Celanese, Industrial Rayon and 
American Viscose are in a slightly different position. There are 
no marginal units in the traditional sense in this segment of the 
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industry, although some of these companies did elim- 

inate production facilities where the demand for the 

yarn had fallen to an unprofitable level. But they 

have also altered their picture by continuing the de- 

velopment of new or improved yarns and by pushing 

— of their activities into non-textile 
elds. 

Celanese Corp., for example, has pushed its chem- 
ical expansion rapidly. DuPont has gotten out of 
some segments of the rayon business, discontinued 
output of orlon filament, but pushed expansion of or- 
lon staple and nylon. Chemstrand Corp., the yarn 
maker owned jointly by American Viscose and Mon- 
santo is developing a new dyeing process for nylon 
filament yarn which would give it an edge in the 
profitable nylon market—particularly since the dye 
treatment would bring a slightly higher price to the 
producer. 

Pricing Is A Problem 


The importance of regaining some higher prices 
is important to the whole industry. This is illustra- 
ted by the profits of duPont, whose earnings skidded 
after it slashed nylon prices earlier this year. 

That’s one reason why the industry, generally has, 
shifted so rapidly to higher prices in the cotton cloth 
segment in the last two months. Cotton cloth ac- 


counts for 77.8% of all fabric produced in the United 
States, so when J. P. Stevens and Burlington Mills 
raised wages by 10 cents an hour to textile workers 
the industry seized upon the move as an excellent op- 
portunity to raise prices. 

The result is a high price for almost all types of 
cotton and synthetic cloth, tire cord excluded. In 
general, the 10-cent an hour wage boost has been 
translated into a boost of about 14 cent a yard on the 
bellwether fabric in the cotton industry of 80 square 
print cloth. On synthetics, it would mean a jump of 
14 cent to 34, cent per yard on some rayon fabrics 
and a cent or more per yard on nylon fabrics. 

Woolen price increases and a pickup in sales hav- 
ing been underway for some time, virtually the whole 
industry has shifted to a higher price level. This has 
resulted in statements such as that made by Jackson 
Spears, vice-president of Burlington Industries: 

“T believe the textile industry has entered into an 
improved phase which will continue through the first 
half of 1957.” 

Harry Ferguson, vice-president of Dan River Mills, 
has echoed similar thoughts: “Good business, better 
prices and better profits are foreseeable for the next 
six months.” 

Now the fly-in-the-ointment in such optimism is 
simple. Demand for cloth must continue as good—pre- 
































Position of Leading Textile Companies 
Ist 9 Months—_—_—____—_ ——— full Yoor——_____—— 
Dividend Per on Indicated 
Net Sales Net Protit Margin Net Per Share Earned Per Share Indicated Price Range Recent Div. 
1955 1956 1955 1956 1955 1956 1954 1955 1955 1956 1955 1956 Price Yield 
———(Millions)—— % % 
American Viscose $195.6 $176.2 9.3% 6.0% $3.43 $2.09 $1.85 $466 $2.50 $2.00 5534-30% 35 5.7% 
Beaunit Mills 52.0! 53.51 9.5 6.0 2.60! 1.61! 2.16 4.42 1.35 1.506 3742-1734 20 7.5 
Belding Heminway ; 16.1 na a na .07 .60 1.14 1.27 70 .70 173-11 1 6.3 
Botany Mills na na na na 19.26 112.59 6 - 2% 3% 
Burlington Indust. 386.5 481.4 3.1 2.3 1.38 1.21 94 1.83 80° 1.00 21%-127% 14 7.1 
Cannon Mills 86.11 99.11 5.0 5.1 2.101 2.451 4.39 4.86 3.00 3.00 59 -50 52 5.7 
Celanese Corp. 132.3 136.9 6.5 6.5 88 92 .32 1.82 .50 50 26%-14% #42415 3.3 
Chadbourn Gotham 15.5- 19.52 2.22 5° 63° na 58° 63° 5¥%- 22 3 
Cluett Peabody 52.9 73.4 3.7 3.6 2.00 2.73 3.25 4.09 2.50 2.50 50%-39 40 6.2 
Cone Mills na na 1.06 1.20 82 1.35 .80 80 24%-14'%4 15 5.3 
Consol. Textile na na 4 07 4.08 4 37 02 10 11-6 6 
Duplan Corp. . 21.2 13.0 6 123 14 41.65 35 4 34 10 12M%- 6% 27 
Industrial Rayon 63.0 45.0 12.3 9.1 4.20 2.22 4.01 5.77 3.00 3.00 5834-3612 38 7.8 
Kayser (J.) & Co. 43.23 70.93 4 .g3 83 «4. 523753 4 9g 4 52 25 1.00 24%4-13% 14 m1 CO 
Lees (Jas.) & Sons 50.5 55.2 4.2 5.2 2.54 3.44 3.31 4.05 2.00 2.00 34%-28 32 6.2 
Lowenstein (M.) 164.7 233.7 3.1 1.6 1.90 1.32 2.50 3.80 1.25 1.50° 3134-21 23 6.5 
Pepperell Mfg. Co. 84.63 98.73 223 2.33 3.88% 4703 491 3.88 3.75 4.00 71%4-52%2 54 7.4 
Powdrell & Alex. 4.6 na 8 na .06 1.29 93.61 26 9%4- 6% 8 
Reeves Bros. Inc. 12.74 11.54 2.94 54 .334 054 = 1.01 10 1.00 1.00 18%-12% 13 76 
Stevens (J. P.) & Co. 230.4 268.0 2.5 2.2 1.45 1.50 90 2.15 1.25 1.50 29 -20% 23 6.5 
Textron, Inc. 113.8° 105.35 3.55 5.0° na na 48.74 1.49 .60 1.60 2934-12 23 6.9 
United Mer. & Mfg. na na 50 .20 1.74 2.90 1.106 1.006 23%4-15% 15% 6.4 
Van Raalte Co. 20.2 22.0 59 5.2 2.47 2.35 3.39 3.46 2.60 2.15° 3914-28 28 7.6 
]| Wyandotte Wstd. na na 42 53 13 59 20 40 12-7% 8 5.0 
na—Not available. 3—Year ended June 30. 5—8 months ended Aug. 31. 
1—6 months. 4— Quarter ended Sept. 30. 6—Plus stock. 
2—Year ended July 31. 
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ferably better than last year. So 
far, with four weeks of higher 
prices gone by, there has been no 
upsurge of buying. It’s possible 
that many textile customers are 
trying to sweat out the new price 
rise to see how strong it is and 
whether it will stand up under any 
pressure. 

But it must be admitted that 
general business conditions seem 
to strengthen the mill men’s posi- 
tion. One illustration: 

The automobile industry which 
consumes an average of six to 10 
yards per automobile is boasting 
that its 1957 models will bring 
the industry’s volume up substan- 
tially over the 1956 estimated to- 
tal of 6 million cars. Naturally, 
any improvement in new-car sales 
is a boon to the textile industry 
—not in the autos only but also in 
the tire field. 

The market for tire fiber is, at 
present, one of the fiercest of all. 
It has ended what had been a two- 
priced situation in which some 
rayon manufacturers cut their 
prices to remain competitive with 
nylon, while others increased 
their rayon prices from a sub- 
par level to improve their profit 
margin. This is a situation in 
which investors must proceed 
carefully. At present du-Pont and 
Chemstrand are aggressively 
pushing the use of nylon in tire 
manufacture. And the tire com- 
panies are cooperating. Some tire 
makers have jumped their use of 
nylon by 10% in the past year and 
are still pushing. 

Du-Pont plans to add a 40- 
million-pound nylon-yarn plant, 
while Chemstrand is planning to 
boost its production to 114 mil- 
lion pounds from its present 58 
million-pound level. 

Add to the important auto-tire 
market a general theory—too often 
invoked in the past in vain—that 
there is a general trend away 
from hard-goods buying by the 
consumer to soft-goods purchas- 
ing and you have another element 
of the optimism in the industry. 
This sentiment may now be aug- 
mented by the rumbling of war, 
since it is traditional that the 
Government steps up its purchas- 
ing of fabric when Mars stalks 
abroad. There is some strength 
in this analysis since there is 
strong likelihood that the pro- 
posed reductions in military man- 
power will be delayed if not elim- 
inated because of the affairs in 
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Egypt and Hungary. Thus a mar- 
ket that threatened to diminish 
may now retain its strength. 

In the more important field of 
apparel and ready-to-wear there 
is somewhat stronger-than-usual 
reasons for expecting an upturn 
in business. New styles, new col- 
ors and new fabrics, traditionally, 
generate excitement at the con- 
sumer level. In both men’s and 
women’s fashions there have been 
many innovations introduced in 
the last six months. Women’s 
styles—Paris dictated—are longer. 
There’s more color in men’s cloth- 
ing, ranging from hats to socks. 
There’s also a greater variety of 
clothing being offered, including 
jackets, sweaters, slacks, short 
coats, suits and fashionable vests. 


This fashion element, of course, 
is not without its headaches, since 
it frequently means the mill or 
converter does not get as long a 
run on a line of cloth, even though 
the overall total may be increased. 
But if the price is adequate this 
is a minor problem. 


The Japanese Problem 


This expansion of the textile 
market in the past has been shad- 
owed by one threat, according to 
the textile men: The fear that 
Japanese imports would grow and 
take the cream off the market. 
This was true, for example, in 
the blouse business, where U. S. 
manufacturers screamed that 
Japanese imports were knocking 
out the Yankee blouse maker. 
However, an examination showed 
that Japanese imports were actu- 
ally less than the total growth of 
blouse sales in the U. S. 


What was happening is that 
the Japanese imports may have 
prevented the U. S. producers 
from enjoying higher profit mar- 
gins and acted as a brake on the 
domestic producers, price and 
profitwise. 


As the Japanese imports in- 
creased and the clamor became 
greater—though not all of it justi- 
fied—the Japanese took action on 
their own to forestall any tougher 
curbs being clamped on by the 
U. S. Government. The Japanese 
are now policing their own ex- 
ports to this country and keeping 
these shipments in line propor- 
tionately so that the American 
mills need not worry about any 
sudden flood of the lower-priced 
imports ruining their market 
overnight. 


Another facet of this world 
trade situation is the possibility 
that exports of American fabrics 
may climb next year. The Inter- 
national Cotton Advisory Com- 
mittee has indicated that the 
prospects are bright for exports 
of raw cotton because there’s been 
a decline in cotton supplies of 
other nations. Although it doe: 
not automatically indicate an) 
brighter prospects on exports i 
does hold out that hope and als: 
removes some pressure on rav 
cotton prices. 


The Investment View 


Now how can this be translate: 
into specific terms for the pub 
licly-listed companies? 

Celanese Corp., for example, is 
predicting sales of $300 millio: 
by 1960, quite a climb from th 
$177,500,000 of 1955. Celanese 
sales of acetate fibre in the first 
half of 1956 were ahead of 1955 
and are expected to continue that 
way for the full year. 

J. P. Stevens sales for 1956 ars 
expected to exceed $360 million 
compared with $321 million last 
year, but the price-cutting earlie) 
in the year means little or no 
change from the $2.15 per shar: 
earned last year. But the com- 
pany expects a high rate of sales 
in the first quarter of 1957. 

Royal Little, Textron, Inc. 
chairman, expects his diversified 
textile company to report profits 
of $20 million next year. That 
would be double the expected 1956 
earnings and almost four times 
the 1955 profit. Textron is losing 
money in 1956 on its textile busi- 
ness, but the elimination of its 
older, higher-cost plants is enabl- 
ing it to trim these losses and 
next year a profit of $4 million or 
$5 million is expected from that 
end. 

American Viscose is enjoying 
a business pickup and all seg- 
ments are expected to show sub- 
stantial gains in the fourth quar- 
ter that should continue into next 
year. For the nine months of 
1956 the earnings fell to $2.09 per 
share from $3.43 last year. But 
the trend was upward toward 
the end of the fourth quarter. 

Dan River Mills earnings are 
running well ahead of last year 
since the absorption of Islein 
Jefferson and this company’s gen- 
eral expansion plans indicate it 
should have a steadily improved 
profit picture for some time to 
come. —END 
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By J. C. CLIFFORD 


In contemplating this article a first thought 
was to caption it: “National Cash Register Rings 
Up Record Sales.” 

That would be wholly accurate. In the first nine 
months of 1956, sales of $236.9 million were greater 
than for any similar period in the company’s history, 
exceeding the comparable months of last year by 
$26.9 million, or 14.1%. Net income in the first 
three quarters of the current year also set a new 
high at $12.6 million, equal to $1.89 a share of out- 
standing capital stock, a gain of 29.8% over net 
income of $9.7 million or $1.45 a share a year ago. 


Record Sales Nothing New 


However, the fact that NCR is “ringing up” rec- 
ord sales conveys nothing new to investors familiar 
with the company. With the exception of 1949 and 
1954, it has been setting new records in every year 
since 1946, with sales rising from little more than 
$77 million in that year to $301.1 million in 1955. 
The rate of growth in the post-war years is sharply 
outlined by 1947 sales jumping far above the $100 
million level, going well over $200 million four 
years later and passing the $300 million mark by 
the end of the following four years. 

Over the span of a single decade, ended with 1955, 
sales increased 288%, while net income increased 
by 352%, growing from $3.3 million to $15.3 million. 
Within this period, earnings for the capital stock, 
adjusted for 10% stock dividends paid in 1948, 
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1950 and 1953, and the 3-for-1 stock split in 1955, 
expanded from 52 cents to last year’s $2.33 a share. 

NCR’s decade of growth has been built on solid 
foundation, which should grow even stronger with 
the further expansion of general business, broaden- 
ing foreign markets and the continued development 
of improved or entirely new company products to 
meet the increasing need for business equipment. 
This is a foundation comprised of many factors, 
one of the most important being capable manage- 
ment which, from the beginning, appeared to be en- 
dowed with vision to take full advantage of scien- 
tific and technological advances. 


Keyed to Customers’ Needs 


In this connection, it realized that its ability to 
maintain and advance its position depended pri- 
marily upon the soundness of its product-develop- 
ment program. In this respect it had the advantage 
of continuing contact with all types of business, 
thus obtaining basic knowledge of what is needed 
in the fields served by NCR products and those 
which are potential users of its equipment. 

Although NCR long ago, through its research, 
engineering and product-development program, has 
grown from a cash-register manufacturer to one of 
the foremost builders of diversified business ma- 
chines, its position in the cash-register field goes 
practically unchallenged. The explanation for this 
pre-eminence is NCR’s developing the cash register 
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from the comparatively 
simple one-drawer model 
suitable for the small re- 
tail store to the higher- 
type cash registers 
which, in many respects, 
function as accounting 
machines. The introduc- 
tion of various models 
has opened new markets 
in which sales have been 
tending upward from 
year to year as narrow- 
ing margin of profits in 
many types of retail 
stores, as a result of 
higher operating costs, 
have focused attention on 
the necessity for more in- 
formation and closer con- 
trol of retail transactions. 


New and Expanded 
Markets 


This, along with other 
factors, has operated to 
push cash-register sales 
to higher levels, espe- 











Comparative Balance Sheet Items 
December 31 
1946 1955 Change 
(000 omitted) 
Cash & Marketable Securities .... $ 7,367 $ 26,274 -+$ 18,907 
Receivables, Net ...................00000... 17,655 50,641 + 32,986 
Inventories ........... 6 20,865 52,268 -+ 31,403 
NI siidcuctcasdeeccarnckagsancsaisess 421 1,061 + 641 
TOTAL CURRENT ASSETS ............ 46,308 130,244 -+ 83,936 
Net Property ........... 16,240 54,947 -+ 38,707 
Investments ............... 9,154 25,471 + 16,317 
Other Assets ....... 2,651 062 — # 2,589 
TOTAL ASSETS $74,353 $210,724 -+$136,371 
LIABILITIES 
Notes Payable ........... a . $ 1,286 +$ 1,286 
Acc. Pay. & Custs. Serv. Prepay. 7,865 31,609 -+- 23,744 
Accruals EE VCORE COICO 4,872 4,529 — 343 
Accrued Taxes 2,132 23,405 -+ 21,273 
TOTAL CURRENT LIABILITIES 14,869 60,829 -+ 45,960 
Reserves ................. ; 4,075 , _ 4,075 
Long Term Debt 15,000 48,570 -+ 33,570 
Capital Stock . 24,420 55,078 + 30,658 
Surplus ...... q 15,989 46,247 + 30,258 
TOTAL LIABILITIES $74,353 $210,724 -+$136,371 
| NET WORKING CAPITAL $31,439 $ 69,415 +$ 37,976 
Cuma? RATIO ............................ Ba 2.1 — 10 




















tribution in the field of 
development of the super- 
market but has extended 
the check-out principle 
upon which self-service 
by customers is based, to 
drug stores, variety 
stores and other types of 
retail establishments, 
thus further expanding 
its cash-register markets. 

In addition to these 
various developments in 
the cash-register field, 
the company has created 
still more outlets by fur- 
nishing, through its 
salesmen, a supermarket 
retailing consulting serv- 
ice, assisting independ- 
ent grocers in the estab- 
lishment and layout of 
self-service stores. 

This idea has been ex- 
panded by NCR into its 
far-flung foreign opera- 
tions with the result that 
in almost every metro- 
politan area around the 
world will be found 





re 





cially in the last five 
years, with the steady 
growth of the nation’s population and the develop- 
ment of suburban areas with their extensive shop- 
ping centers. Coupled with this latter movement 
has been the opening of branch department stores 
and the adoption of the floor-audit system, based on 
NCR’s higher-type cash registers, especially de- 
signed to effect important savings to the store and 
improve service to the customer. 

For any one who has visited or shopped in a 
modern food supermarket it would be difficult to 
visualize stores of this type functioning without 
the aid of cash registers. It is generally conceded 
that NCR, through research and new product de- 
velopment, has made not only an outstanding con- 


stores employing check- 
out systems requiring several or more National cash 
registers in each unit. 

In those areas, as well as in this country, cash- 
register sales have been swelled also by the introduc- 
tion in 1954 of the change-computing models, es- 
pecially for use at check-out counters in self-service 
stores. This register shows the customer the amount 
of each item purchased as well as the total, the 
amount of money tendered in payment and the 
exact amount of change due. The operation of the 
register is as simple as that of the older types; in 
fact, simpler because its use eliminates mental cal- 
culation of change, provides the customer with a 
complete record of the entire transaction, providing, 









































er ee TT a iene 
Long Term Operating and Earnings Record 
Percent 
Earned 
Net Operating Operating Income Net Net Net Div. on 
Sales Income Margin Taxes Income _ Profit Per Per Invested Price Range 
——(Millions) (Millions) Margin Share Share Capital High Low 
1956 (1st 9 months) $237.0 na na na $12.0 5.0% $1.89 1$1.102 59 -34%3 
1955 301.1 $37.8 12.5% $21.8 15.3 5.1 2.33 1.07 15.1% 47 -33% 
1954 259.1 28.0 10.8 15.5 12.7 4.9 1.94 1.00 13.7 3442-19 
1953 260.9 31.9 12.2 15.9 11.0 4.2 1.71 1.004 13.0 20%%-17¥8 
1952 226.5 33.3 14.7 19.7 10.1 44 1.56 1.00 12.6 2052-1642 
1951 211.9 37.4 17.7 23.9 11.7 5.5 1.94 1.00 15.3 1934-144 
1950 170.4 25.3 14.8 13.4 12.1 7.1 1.85 £3 172 1512-10% 
1949 167.3 20.9 12.4 11.0 10.5 6.3 1.67 83 16.7 12-10% 
1948 168.1 26.5 15.8 12.6 14.0 8.3 1.83 834 24.4 16 -10% 
1947 138.5 19.1 13.7 9.2 11.3 8.1 1.62 75 23.7 1458-11 
1946 . 77.3 2.2 2.9 8 3.3 4.3 48 41 8.2 15%-10% 
10-Year Average 1946-1955 $198.1 $26.2 12.7% $14.3 $11.2 5.8% $1.69 $ .87 15.9% 59 -10% 
na—Not available. 2—Full year 1956 indic. dividend. 4—Plus 10% in stock. 
1_Plus stock. 3—To November 2, 1956. 
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machines —— 


: $48,570,000 
Common: 6,669,468 - $5 par 


NDS OF SHARES 


44 -69 2.32 2.61 | 1.97 2.05 | 1.98 


1.71_| 1.71 
* 


} 1.94 | 2.33 i 


* Plus Stk Div. 
at the same time, an added safeguard against error. 


NCR Stresses Importance of Research 


NCR’s growth in the cash-register field is a story 
in itself, highlighted by continued progress in de- 
veloping new types of machines embodying new 
features that greatly expand their ability to pro- 
vide essential business information which could 
otherwise be secured only by long and costly auditing 
of the records of individual sales. 


This is only part of the NCR history of growth. 
To see the company in proper perspective, the spot- 
light must be thrown on the great strides in diver- 
sification through the improvement of existing prod- 
ucts such as adding and accounting machines, and 
the development of new business equipment that has 
opened up entirely new markets. These are achieve- 
ments that give credence to the belief that NCR’s 
Chairman Edward A. Deeds and President Stanley 
C. Allyn as well as all the rest of the executive team, 
working together, proceed on the basis of “what we 
do well today must be done better tomorrow.” They, 
however, put it this way: “Product development, 
research and engineering are the keys to future 
progress.” 


In keeping with this policy, NCR, as the war years 
1941-45 drew to a close, began looking ahead, appar- 
ently sensing the tremendous expansion of the 
general economy upon the restoration of peace. With 
the end of the war it initiated a plant-modernization 
program, including the installation of new machinery 
to increase production efficiency and effect lower 
operating costs. By the end of 1948, it had completed 
its new engineering building, equipped with the 
most modern facilities, including drafting and de- 
signing rooms, a complete model-making depart- 
ment, and electric and electronic laboratories. 
Through research and engineering, the company has 
introduced within the last few years new models 
and improvements on existing models of National 
accounting machines and practically a completely 
new line of adding machines that have contributed 
substantially to sales increases. 


Fast Rise in the Electronic Field 
With the end of the war, National Cash 
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Register embarked on a peace-time basis well 
versed in electronics. As a matter of fact, it 
had been active in electronic research a num- 
ber of years preceding 1941 and was chosen 
during the war to do particularly important 
work for the Navy on the basis of its facilities 
and electronic technicians. With the end of the 
war it expanded its electronic work, in which 
field it secured a number of basic patents. 
Further expansion was achieved in 1952 
through the purchase of an 80% interest in 
the Computer Research Corp., since wholly 
acquired, producing intricate computers, chiefly 
for the military forces, involving principles of 
value in meeting problems encountered in de- 
signing electronic equipment to meet business 
record-keeping needs. In addition to the re- 
sources of its electronic research and engineer- 
ing staffs, other distinct advantages possessed 
by NCR in developing and marketing elec- 
tronic equipment are its knowledge of the 
needs of virtually all types of business from a 
systems standpoint and the broad line of cash regis- 
ters, adding and accounting machines which can be 
converted into ideal input devices for computers 
and other data-processing machines. 

Indicative of the progress NCR is making in the 
electronics field are the introduction of a punched 
paper tape recorder for use in conjection with any 
National adding machine, cash register, its Class 31 
and 32 Accounting machines, and its Class 2000 
Posting Machine. The paper tape recorder auto- 
matically punches a complete tape record of all trans- 
actions entered into the keyboard of the posting or 
other type of machine and can later be processed by 
electronic or other automatic means, thus offering 
new efficiency and greater economy to all firms, large 
and small, having a variety of accounting applica- 
tions. 

Another NCR first in the field of electronics is its 
National “Post-Tronic,” designed to cope with what 
has been termed the biggest accounting job in the 
world—that of keeping records of the 9 billion checks 
written each year by the more than 50 million 
Americans having checking accounts. 

The “Post-Tronic,” under development for sev- 
eral years, in the first week after being brought on 
the market, brought in sales in excess of $3 million, 
being acclaimed by banks ranging in size from those 
with assets of less than $2 million to some of the 
largest banking institutions in the U. S. 

This electronic bank-bookkeeping machine pre- 
pares simultaneously a bank depositor’s statement 
and the bank’s records, achieving new levels of speed 
and accuracy. Eliminated are many reposting or 
other proving operations as required under tradi- 
tional systems and freeing the operator from time- 
consuming, fatiguing detail work. Besides auto- 
matically picking up the depositor’s old balance, the 
machine provides several other major bookkeeping in- 
novations. It verifies electronically that the proper 
depositor’s statement has been selected for posting; 
it “remembers” and verifies the number of checks 
that have been written against the account; it also 
automatically aligns the bookkeeping form to the 
next proper posting line, and it notifies the operator 
if an account at any moment has been overdrawn. 

At Hawthorne, Calif., (Please turn to page 294) 
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Three Utilities Serving 


Growing Territories 


By OUR STAFF 


In contrast to more active industrial issues, 
many of which have scored outstanding price gains 
in the last few years, electric utility stocks, by and 
large, have made far less progress marketwise. 

There have been some exceptions. These were is- 
sues looked upon as better-than-average growth 
stocks, but even they have receded from their recent 
high levels. A factor, no doubt, was uncertainty of 
the outcome of the national election. However, with 
this resolved, it is within reason to expect the electric 
utilities to resume a moderate uptrend, at least, re- 
flecting the strong growth underlying the industry, 
which has moved forward in the post-war years at a 
phenomenal rate. 

Growth is indicated at a still faster pace in the 
years ahead, which, it is estimated, will force the 
electrical industry to double productive capacity 
within the next eight years. In preparation for this 
growth, the investor-owned electric utilities, which 
expended $3.7 billion this year, have projected capital 
expenditures of approximately $20.2 billion for new 
facilities over the four years to and including 1960. 

Aside from these growth prospects, electric utility 
equities, with their practically “depression-proof” 
dividend yields, should prove attractive for the con- 
servative investor seeking dependable income plus 
possible moderate year-to-year capital gain. Here- 
with is a selection of three issues offering dependable 
income and which also appear attractive for their 
growth potentials. 
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AMERICAN GAS & ELECTRIC CO. 


BUSINESS: The American Gas & Electric System embraces six electric utility 
companies whose operations and facilities are fully integrated into a single 
major power system, providing electric service to almost 1.3 million customers 
in a 46,000 square mile territory in seven East-Central states, including the 
Ohio Valley and other highly industrialized areas. A. G. & E. also has a 
37.8% equity interest in the Ohio Valley Electric Corp., which has a pro- 
ductive capacity of 2,365,000 kilowatts, supplying the full electric power 
requirements of the AEC’s, Portsmouth, Ohio, project. 

OUTLOOK: Over the 10 years since the start of 1946, the record of the 
American Gas & Electric System is one of steady year-to-year growth in 
electric sales, operating revenues and net earnings. Last year, which was 
marked by further rapid industrial developments in the system’s territory, 
particularly the Ohio River Valley, was one of substantial gains, electric 
sales rising to 20.4 billion kwh, operating revenues moving up to $257.8 
million and per-share earnings increasing to $1.95 on the common stock. 
These figures represented gains of 23% in both sales and operating revenues 
and 18% in per share earnings over the previous year, in which net per 
share amounted to $1.68. Conspicuous among 1955 territorial developments 
was the greatly increased industrial activity, 107 major new industrial plants 
and coal mines beginning operations, and the decisions of Kaiser Aluminum 
& Chemical Corp., as well as Olin Mathieson Chemical to locate their major 
aluminum reduction plants in the Ohio River Valley. In addition, numerous 
other plants were announced or were under construction, to go into opera- 
tion in 1956 or later, all of which has accelerated the system’s program for 
new generating plants to cope with rising electric needs. It is evident 1956 
will set new record highs in sales and earnings. For the 12 months to last 
September 30, net income of $39.5 million, equal to $2.02 a common share 
was an increase from $37.4 million, or $1.94 a year ago. All per-share 
earnings shown are adjusted for the 3-for-2 stock split last June. 


DIVIDENDS: The company and its predecessor have paid dividends without 
interruption since 1910. Currently, quarterly payments are 36 cents a share. 


MARKET ACTION: Recent price of 37%4 compares with 1955-56 price range 
of High—43'2, Low—265s. At current price, the yield is 3.8%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 June 30 
19. 1956 Change 

ASSETS (000 omitted) 
Cash & Marketable Securities $ 33,796 $ 34,712 +$ 916 
Receivables, Net 8,913 26,655 + 17,742 
Materials & Supplies ; : 11,926 41,176 + 29,250 
Other Current Assets 978 1,870 - 892 
TOTAL CURRENT ASSETS 55,613 104,413 + 48,800 
Total Utility Plant : 497,274 1,200,583 + 703,309 
Excess Sub. Invest. Over Equity 26,68: B + 4,607 
Investments & Funds 4,092 12,853 + 8,761 
Other Assets ’ 5,525 5,065 — 460 
TOTAL ASSETS : $589,192 $1,354,209 +$765,017 
LIABILITIES 
TOTAL CURRENT LIABILTIES $ 37,252 $ 85,156 +$ 47,904 
Other Liabilities 4,383 2,224 — 2,159 
Reserve For Depreciation 111,390 253,930 + 142,540 
Other Reserves 20,516 5,370 — 15,146 
Long Term Debt 209,240 556,384 + 347,144 
Preferred Stock ; 15,664 = — I, 
Preferred Stock of Subs. 70,686 102,588 + 31; 
Common Stock ......... 44,827 196,652 + 151,825 
re 75,234 151,905 + 76,671 
TOTAL LIABILITIES $589,192 $1,354,209 +$765,017 


WORKING CAPITAL ae nr $ 18,361 $ 19,257 +$ 896 
PET COMI ses escsccsnacsccppasinsustcaicccsen 1.4 1.2 —_ 2 
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‘First nine months. 


FLORIDA POWER CORP. 


BUSINESS: Provides electric service over approximately a 20,600-square- 
mile area in the state of Florida. The territory has varied industrial and 
commercial activities, and a population of approximately 850,000, which is 
augmented by a steadily increasing influx of tourists during the summer 
and winter months. 


OUTLOOK: Florida Power's record over the past 14 years has been one of 
uninterrupted growth, the year-to-year gains in number of customers, pro- 
duction and sales, and earnings accelerating considerably since 1946. In 
the decade ended with 1955, total average customers—residential, commer- 
cial, and industrial—increased from 96,699 to 224,109 and kwh sales ex- 
panded from 508.9 million to 1,989 million. Over the same time span, 
operating revenues increased from $10.6 million to more than $42.7 million, 
a gain of 303%, with net earnings for the common stock moving up from 
$1.28 to $2.30 a share, an increase of 80%, based on increased capitaliza- 
tion created from time to time to provide for capital expenditures for in- 
creased generating capability. Actually, net income for the common stock 
increased in the past decade 357%, or from $1.2 million to $5.8 million. 
Florida Power's trend is still upward, continuing to reflect an increasing 
population, the steady growth in the use of heat pumps and other electrical 
appliances, and the entry of new industries in the territory. For the nine 
months to last September 30, operating revenues increased to $34.7 million, 
up by more than $4.7 million over a year ago, with earnings for the com- 
mon stock increasing to $5.4 million, or $2.13 a share, from $4.1 million, 
equal to $1.57 a share, in the first nine months of 1955. This is exclusive of 
the slight income from its subsidiary, which the porent company is presently 
negotiating to sell to Georgia Power Co., which, if consummated, would net 
Florida Power something like $10 million. This would be applied to its 1957 
construction program. 


DIVIDENDS: Payments have been made without interruption for 19 years. 
Since 1946, the annual rate has been increased from 90 cents to $1.60 a 
share. 

MARKET ACTION: Recent price of 51, compares with 1955-56 price range 
of High—5434, Low—35'%. At current price, the yield is 3.1%. 


COMPARATIVE BALANCE SHEET ITEMS 





D ber 31 5S pt Lb 
1946 1956 Change 

ASSETS (000 omitted) 
Cash & Marketable Securities $ 3,607 $ 7,777 - +$ 4,170 
Receivables, Net 7 ,056 2/305 
Materials & Supplies 1,337 4,136 2:799 
Prepayments 122 321 199 
TOTAL CURRENT ASSETS 5,817 15,290 4 9,473 
Total Utility Plant 47,349 208,892 + 161,543 
Investments & Funds 023 679 + 656 
Other Assets 1,073 123 950 
TOTAL ASSETS . $ 54,262 $224,984 +-$170,722 
LIABILITIES 
TOTAL CURRENT LIABILITIES $ 2,446 $ 10,109 +$ 7,663 
Other Liabilities 672 4,550 + 3,878 
Depreciation Reserve 9,252 22,103 + 12,851 
Other Reserves ... 315 188 — 127 
Long Term Debt . 26,111 107,705 + 81,594 
Preferred Stock 4,007 23,531 + 19,524 
Common Stock . 8,751 43,360 + 34,609 
ae 2,708 13,438 + 10,730 
TOTAL LIABILITIES $ 54,262 $224,984 +$170,722 
WORKING CAPITAL $ 3,371 $ 5,181 +$ 1,810 
CURRENT RATIO . 2.4 1.5 _ 9 
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SOUTHERN CALIFORNIA EDISON CO. 


BUSINESS: Operates both steam and hydro plants, and supplies electricity 
to an area of approximately 14,250 square miles in central and southern 
California, exclusive of Los Angeles. The areas served include 83 incorpo- 
rated cities, or portions thereof, more than 300 unincorporated communities 
and outlying rural sections, and embraces a population of nearly 4 million. 


OUTLOOK: The company’s territory, in which there are large segments de- 
voted to diversified agriculture, has grown appreciably in the post-war 
years in varied industrial plants. Within the last five years to the end of 
1955, the population of the areas has increased by almost a million, while 
Southern California Edison’s number of meters in operation increased from 
986,109 to 1,352,708 to which, in the first five months of 1956, it added 
about 34,000 more, bringing the total as of that date to 1,386,000. Over 
the 10-year span, gross revenues increased from $74.1 million to $177.8 
million in 1955, and net income moved up from $10.8 million, equal to $1.94 
a share, to $29.1 million, or $3.32 a share. The latter figure represents o 
9.2% gain over the $3.06 a share shown for 1954. It is evident, from 1956 
first nine months’ operations, new records in electric production, sales and 
earnings will be established, indicating full year’s net income of approxi- 
mately $3.50 a share. In the 10-year period beginning with 1946, the com- 
pany’s investment in electric plant facilities was increased from $384.6 
million to $915.2 million. It is still building to meet increasing demand and 
for greater production efficiency. Its Big Creek plant, a $162 million project, 
has gained world fame for its efficient usage of water and still is being 
expanded. Additional steam plants under construction include the Alamitos, 
a $60 million station at Huntington Beach, and a sixth unit at Redondo 
Steam Station. 


DIVIDENDS: The company and its predecessors have paid dividends in each 
of the last 60 years. The present rate of payment is $2.40 annually on the 
common stock. 

MARKET ACTION: Recent price of 4712, compares with 1955-56 price range 
of High—54'2, Low—44%4. At current price, the yield is 5%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 June 30 
1946 1956 Change 

ASSETS (000 omitted) 
Cash & Marketable Securities $ 23,892 $ 29,024 +$ 5,132 
Receivables, Net 5,730 16,487 + 10,757 
Materials & Supplies 7,541 18,066 + 10,525 
Prepayments , - 3,021 + 3,021 
TOTAL CURRENT ASSETS 37,163 66,598 + 29,435 
Total Utility Plant 387,654 962,761 +- 575,107 
Investments & Funds 8,015 5,834 — 2,181 
Other Assets 14,756 9,903 — 4,853 
TOTAL ASSETS $447,588 $1,045,096 +$597,508 
LIABILITIES 
TOTAL CURRENT LIABILITIES $ 27,619 $ 45,714 +$ 18,095 
Depreciation Reserve ... 98,946 163,094 + 64,148 
Other Reserves 9,753 12,997 + 3,244 
Long Term Debt ae 138,000 405,069 +- 267,069 
Preferred Stocks 85,442 135,010 + 49,568 
Common Stocks 70,744 184,862 +- 114,118 
Contribr. Aid Constr. 1,490 7,377 + 5,887 
Surplus 15,594 90,973 + 75,379 
TOTAL LIABILITIES $447,588 $1,045,096 +$597,508 
WORKING CAPITAL $ 9,544 $ 20,884 +$ 11,340 
CURRENT RATIO 1.3 1.4 n a 
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Paint Companies 


BRIGHT 
OUTLOOK . 


Sherwin-Williams 
Devoe & Raynolds, 
Glidden & Others 





By RICHARD COLSTON 


Wen Henry Ford was turning out the model T 
several decades back he was quoted as saying, a 
purchaser could have his car in any color, provided 
it was black. At that, the astute founder of Ford 
Motor Co. probably was being guided by what the 
buyer wanted. 

It was a somber age. We hadn’t yet achieved com- 
plete freedom from the Victorian influence. Only 
the extrovert had yen for color in an automobile, 
his place of work and even in his home. Industry 
seemed to be oblivious to paint other than as a neces- 
sary protective coating against corrosion. Its use for 
that purpose was held to the lowest possible level. 
Yet there was a big market for paints and leading 
manufacturers prospered and grew. 

Paint manufacturing was comparatively big busi- 
ness then. It has grown appreciably since, industry 
sales in the last decade alone increasing by approxi- 
mately 105%, with dollar volume for paints, varnish 
and lacquer in 1955 moving up to an estimated 
$1,563,000,000. Of this total, about 58.5% repre- 
sented sales to the trade while the other 41.5% was 
classified as “‘industrial coating sales’ to the auto- 
mobile, household appliance, can, toy and other 
industries. 

On the basis of dollar sales in the first nine months 
of 1956, it is evident that the paint industry will set 
a new record this year. This, despite the reduced 
output of the automobile builders (who rank among 
the largest paint and lacquer users), from record 
1955 production. For the first three-quarters of the 
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current year, paint, varnish and lacquer 
sales rose to $1,221,000,000 from $1,182,- 
000,000 in the comparable months of 1955. 

Although growth of the nation, in popu- 
lation and new homes, the latter acceler- 
ated by the exodus of families to suburban 
areas, and the expansion of industry, ac- 
counts for the growth of the paint industry 
in some measure, there have been other 
significant contributors. 


Paints for Home Decor, Industrial Safety 


Giving impetus to the industry’s expan- 
sion have been the research activities of 
the paint manufacturers. The fruits of re- 
search are a variety of new paints to meet 
new industrial needs, as well as paints of 
many hues, having appeal to millions of 
homeowners who, in addition to knowing 
the value of paint as a preservative for 
outside surfaces, have become increasing]; 
color-conscious, utilizing more paints t 
carry out color styling on the outside of their homes 
and still more inside to achieve colorful and long- 
lasting decor in every room, from kitchen to living 
room. 

Industry, in addition to requiring more industria! 
coatings, has taken to painting plant equipment in 
different hues to raise employe morale, prevent acci- 
dents and promote efficiency of operations. Industry, 
also, to gain good-will of the communities in which 
its plants and other facilities are situated, is paint- 
ing these properties with attractive colors having 
the greatest eye-appeal. It was only a little more 
than a year ago when Standard Oil Co. (Indiana) 
realized that its Whiting, Ind., tanks and other facili 
ties, plainly visible to thousands of motorists travel 
ing an adjacent highway, were so drab in appear 
ance as to be depressing. The company decided that 
life for all in the vicinity, or passing through, could 
be made more beautiful and so laid plans to paint 
its properties there in attractive colors. The idea 
caught on, the most recent disciple being Gulf Oil, 
which has decided to brighten up its sprawling 
600-acre refinery in Philadelphia. When the job is 
completed, more than 700 buildings, tanks and refin- 
ing units will be dressed in attractive pinks, yellows, 
greens and other appealing colors. The job is going 
to require a tremendous amount of paint, but Gulf 
figures the project is worth it, considering colors 
also will make for easy identification of the different 
facilities, in addition to being a safety measure. 

Developments such as this in the industrial field 
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provide good news for the paint manufacturers. The 
increasing use of paint to improve outside appear- 
ances as well as interiors of plants and facilities, 
points to still higher sales volumes as does also the 
millions of homes built eight to 10 years ago that 
need to be redone both inside and out to preserve 
them and keep up their attractiveness and value. 
At the same time, other structures to be erected are 
going to take an “awful” lot of paints, as will also 
nearly 30 million homes of older vintage that, it is 
estimated, haven’t had a paint brush put to them 
in the last 10 years. 


Diversification A Logical Development 


[he paint manufacturers have reason to be opti- 
mistic as to the trend of their sales over the next 
five to 10 years in view of the predicted uptrend 
in population, the anticipated increase in Gross 
National Product, continued progress through re- 
search developing new paint products, further im- 
provements in paint-producing technology and diver- 
sification, especially into certain chemicals. The 
latter is a logical development as paint manufactur- 
ing has evolved from the older grinding process of 
limited raw materials to take in a number of newly- 
developed chemicals that have made possible new 
products which have opened up new markets here 
and abroad. 


Many of the paint manufacturers have gone far- 
ther afield in diversifying activities. In this connec- 
tion one of the first names that might come to mind 
is E. I. duPont de Nemours & Co. However, duPont, 
in a manner of speaking, got into the paint business 
through a “side door,” having started out in 1802 
as a manufacturer of black powder and continued as 
such through its first century, gradually adding 
nitroglycerin, dynamite and smokeless powder to 
output. With the beginning of its second century, 
duPont’s interests were directed more toward the 
general chemical field with the result that today it 
manufactures more than 1,200 chemical products 
and product lines, including dyes, paints and finishes. 
Although it is not the practice of duPont to reveal 
a breakdown of product sales and earnings, it is 


generally regarded as the largest supplier of indus- 
trial finishes. 


The Glidden Co., which started out originally 39 
years ago as a manufacturer of consumer and indus- 
trial paint products, presents a better example of 
diversification, ranging from a broad line of paints, 
varnishes, enamels and lacquers to Durkee Famous 
Foods and shortenings, and from aromatic chemicals 
to titanium dioxide pigments. At first glance, all 
these may seem like a strange association. Actually, 
it resulted from a logical pattern of growth, starting 
from a philosophy of integrated control of raw mate- 
rials and, through research, creating new products 
and markets. 

Glidden continues to expand its various divisions, 
having, for this purpose, planned more than $15 
million in capital expenditures in 1956. Included in 
the program were new or additional paint produc- 
tion facilities at Montreal and several sites in the 
United States, including a new $6 million terminal 
grain elevator in Chicago. New additions to the $10 
million titanium dioxide plant in Baltimore, which 
went into operation last June, also are planned. With 
the completion of this expansion in 1958, the entire 
plant will represent an investment of close to $30 
million, part of the cost of which is included in the 
fiscal 1957 capital expenditure program of $16.5 
million. 

Glidden’s net sales in the fiscal year ended August 
31, 1956, amounting to $226.2 million, fell short by 
approximately $2.2 million of the peak year of 1951. 
However, net profit for fiscal 1956, reflecting im- 
proved profit margins through improved operating 
efficiency, totaled $8.1 million, equal to $3.55 a share, 
compared to fiscal 1951 net profit of $8.3 million or 
$3.65 a share. Last year, the company changed its 
fiscal year to end August 31 from October 31. Be- 
cause of this, the fiscal 1955 showing covered only 
10 months in which sales of $180.5 million produced 
net profit of $7.1 million, the equivalent of $3.10 a 
share. 

Although earnings provide broad coverage for the 
current $2 annual dividend, it is not expected that 
there will be any immediate increase in the rate of 
cash distribution in (Please turn to page 289) 




















6 Leading Paint Manufacturers 
1956 
1955 Ist 9 Months 

Net Net Net Net Dividend Per Share Indicated 

Sales Per Sales Per Indicated Price Range Recent Div. 

(Mil.) Share (Mil.) Share 1955 1956 1955-1956 Price Yield 
Devoe & Raynolds “A” $ 52.9 $4.01 $ 41.7 $ 2.75 $ .50 $3.35 42\2- 32 36 9.3% 
Du Pont 1,941.3 9.26 1,414.7 6.00 7.00 6.50 24934-157 194 3.3 
Glidden Co. 180.5! 3.10! 226.22 3.55- 2.00 2.00 44\2- 3442 37 5.4 
National Lead .. 533.7 4.02 427.6 3.49 2.85 3.25 123%- 54% 111 2.9 
Pittsburgh Plate Glass ... 581.6 6.26 438.5 4.35 2.505 3.00 96\4- 62 85 3.5 
Pratt & Lambert ... Eee ye root oer nr 5.65 10.0 3.46 3.25 3.25 60'2- 502 52 6.2 
Sherwin-Williams Co. ................... nr 8.89 nr 10.492 4.50 4.75 123 -100 114 4.1 





nr—Not reported. 
1—10 months ended Aug. 31, 1955. 








2—Year ended Aug. 31, 1956. 
3—Plus stock. 
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Winners 


Most composite indexes of in- 
dustrial stock prices recorded all- 
time peaks on last August 2, when 
the Dow average virtually dupli- 
cated the top it attained last May. 
About a 10% decline followed to 
October 1, and then an inter- 
mediate rally. The list at this 
writing is a goodly distance be- 
low the August 2 top. But this 
still is a “market of stocks.” The 
following issues have attained 
new highs recently and currently 
stand at levels which range from 
appreciably to fairly widely above 
those at which they sold on Aug- 
ust 2: Halliburton, Pfizer, Thomp- 
son Products, Outboard Marine, 
American Machine & Foundry, 
Curtiss-Wright, Timken Roller 
Bearing, Newport News Ship- 
building, Pittston, South Porto 
Rico Sugar, American Sugar, U.S. 
Steel, American Bank Note, 
Dana, Kelsey-Hayes Wheel, Joy 
Manufacturing, Lockheed, Link 
Belt, Sharon Steel, General Cable, 
Consolidated Cigar, El] Paso Nat- 
ural Gas, Beckman Instruments, 
Chicago Pneumatic Tool, Gimbel 
Bros., R. H. Macy, National Sup- 
ply, Northern Natural Gas, Re- 
public Steel and Sterling Drug. 
In this list, readers will recognize 
a sizable number of stocks recom- 
mended in these discussions at 
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earlier and lower levels. Here are 
some of them, with net percent- 
age gain from August 2 levels to 


this writing: Newport News 
Shipbuilding 30%, Halliburton 
7%, U. S. Steel 6%, Pfizer 6%, 


Outboard Marine 7%, Sterling 
Drug 10%. 
Losers 

There are plenty of stocks 


which are performing relatively 
poorly and which, in our opinion, 
lack present appeal. Here is a 
partial list of them: American 
Viscose, American Agricultural 
Chemical, Dome Mines, Loew’s, 
General Bronze, Sunshine Mining, 
Cluett Peabody, Celanese, Kresge, 
Coca-Cola, Colgate-Palmolive, 
United Fruit, United Shoe Mach- 


ror PROFIT ann INCOME 


Philco, Radio Corp., Monsanio 
Chemical, Crane, Ruberoid, 
American Radiator, U. S. Ply- 
wood, Industrial Rayon, Granby 
Mining, Lerner Stores, Holland 
Furnace, Motorola, Swift and 
Lorillard. 


Stock Groups 


In recent trading sessions up 
to this writing, stock groups per- 
forming better than the general 
market include: Air transport, 
coppers (probably a_ technica! 
rally), drugs, machinery, metal 
fabricating (rally from depressed 
levels), office equipments, oils, the 


paint section of the building- 
materials group, bank stocks, 
small-loan stocks, shipbuilding 


and steel. The laggard groups in- 




















inery, Westinghouse Electric, clude: chemicals, containers, fi- 

INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1956 1955 | 

American Encaustic Tiling Quar. Sept. 30 $ .45 $ .33 | 
Cooper-Be Corp. Quar. Sept. 30 2.50 85 

Gulf Oil Corp. . Quar. Sept. 30 2.42 2.09 | 

Plymouth Oil Co. . Quar. Sept. 30 72 SS fj 
Spencer Chemical . Quar. Sept. 30 52 37 
Florida Power Corp. . 9mos. Sept. 30 2.16 1.66 

Houdaille Industries . Quar. Sept. 30 35 .20 | 
Thompson Products Quar. Sept. 30 95 78 
General Railway Signal 9 mos. Sept. 30 6.06 2.81 

Kroger Company . 40 weeks Oct. 6 3.55 2.63 | 
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nance stocks, gold mining, most 
building-materials stocks, liquor, 
paper, soft drinks, movies and 
variety chains. 


Earnings 


Aside from advanced prices, 
tight money and the resultant 
sharp narrowing of the spread 
between stock and bond yields, 
the market is hampered by sus- 
pension of the general upward 
trend — unusually dynamic last 
year — in aggregate corporate 
earnings, and by a much slower 
rate of general rise in dividends 
now than a year ago. In many 
lines of business, profits are 
squeezed by higher costs and in- 
ability to pass them along fully in 
increased selling prices. We now 
are having a fourth-quarter re- 
bound in over-all profits, due 
mainly to the weight of better- 
ment in the steel and automotive 
industries as compared with the 
reduced or lean third-quarter re- 
sults; but the trends of manufac- 
turing and retail sales to date do 
not suggest a strong general profit 
rise capable of putting aggregate 
earnings above the peak level 
reached in the final 1955 quarter. 
Whether total 1957 profits will 
be fairly close to this year’s level 
or materially lower hinges, of 
course, on uncertain business de- 
velopments beyond the forepart 
of the coming year. Meanwhile, 
most stocks which are perform- 
ing better than the market have 
one thing in common: Better- 
than-average earnings and better- 
than-average earnings prospects. 
It stands to reason that stocks 
with superior 1957 earnings po- 
tentials, and which have not been 
over-exploited, should improve in 
relative market position either by 
advance or by holding up better 
than the market. Intelligent 
search for such issues will pay 
off. 


Prospects 


Here are some lines in which 
1957 earnings seem most likely to 
exceed this year’s: Aircraft, auto- 
mobiles and auto parts, drugs, 
dairy products, heavy machinery, 
natural gas, electric utilities and 
shipbuilding. Here are some in 
which earnings should either ap- 
proximate or moderately exceed 
this year’s: Air transport, cement 
and paint in the building group, 
confectionery, soft drinks, finance 
companies and small loans, food 
brands, banks, domestic oils (as- 
suming correction of present gas- 
oline over-supply before next 
spring), food stores and tobaccos. 
A more complete round-up would 
involve too wide a margin for 
error at this distance. We have 
left out of both lists, industries 
which could be sharply affected 
by possible cyclical recession in 
general business activity, and 
others whose 1957 prospects ap- 
pear clouded or too hard to figure 
with adequate assurance. 


Natural Gas 


We can now see nothing sug- 
gesting a 1957 halt in the up- 
trend of earnings and dividends 
in the natural gas field. Most of 
the stocks are still priced “within 
reason”, with current yields rang- 
ing from fair to good. They rate 
as defensive stocks, with promise 
of moderate-rate longer-range ap- 
preciation. With the general mar- 
ket’s medium-term and 1957 pros- 
pects uncertain at best, they are 
“comfortable” stocks to own. 
Among the best are Consolidated 
Natural Gas, Columbia Gas, Mis- 
sissippi River Fuel, El Paso, 
Northern, Oklahoma Natural Gas 
and Southern Natural Gas. 


Utilities 
The same considerations apply 
to leading electric utility stocks, 


such as have been repeatedly 
recommended here and elsewhere 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 
1956 1955 
| Acme Steel Co. ......... BeAr ead Quar. Sept. 30 $ .45 $ .71 
| Bohn Aluminum & Brass . .... Quar. Sept. 30 01 89 
ND TIN ainsi ccciesniccsnoeesss0. vo Quar. Sept. 30 -25 1.45 
Wheeling Steel Corp. .............. .. Quar. Sept. 30 04 1.97 
Allis-Chalmers Mfg. Co. ..... .. 9 mos. Sept. 30 1.87 2.21 
Climax Molybdenum Co. ......... fora Quar. Sept. 30 1.13 1.75 
Colorado Fuel & Iron ....... .. Quar. Sept. 30 -06 1.27 
I NI 55 xcicsinssescsncsccasesersscsssonecinn Quar. Sept. 30 -36 51 
National Gypsum ............................ ... Quar. Sept. 30 75 1.32 
| Radio Corp. of Amer. .. Quar. Sept. 30 50 58 
l 





in THE MAGAZINE — some for 1n- 
come return, a minority for 
above-average long-range growth 
of earning power and dividends, 
regardless of the fact that their 
current yields are below average. 


Drugs 


In general, the drug industry 
is among the best situated, taking 
into account the essential nature 
and steady use of most products, 
the benefit of growth in popula- 
tion and consumer income, and 
the contribution of a continuing 
stream of new drugs. There ap- 
pears to be reasonable expecta- 
tion of sufficient 1957 earnings 
gains for Merck and Pfizer, 
among others, to give them above- 
average investment merit. 


Automobiles 


Retail sales of most of 1957- 
model cars now on display are re- 
ported to be off to a good start. 
The industry consensus, which 
was over-optimistic at this time 
a year ago, seems to be reasonably 
conservative in projecting an 
over-all 1957 sales gain of about 
10%. Even that much would 
translate into earnings impor- 
tantly higher than this year’s 
sharply reduced levels. An out- 
standing stock is General Motors, 
although we would not count on 
it “going to town” from the pres- 
ent recovery level. Ford likewise 
is a sound issue. It has gotten off 
to a brilliant start with its 1957 
line and defense-order prospects 
are bright. 


Auto Parts 


Among the best auto parts 
stocks, all likely to have material- 
ly better 1957 profits are Borg- 
Warner, Eaton Manufacturing, 
Kelsey-Hayes Wheel, Libbey- 
Owens-Ford Glass, Thompson 
Products (heavy in aircraft parts) 
and Timken Roller Bearing. The 
latter invites more detailed com- 
ment below. 


Timken 

This company is the leading 
maker of tapered roller bearings 
supplied to automobile and truck 
makers, and used in a variety of 
machinery, farm equipment, and 
railroad cars. It makes all of its 
own Steel and sells high-quality 
steel. There are no obligations 
ahead of the common stock, Divi- 
dends, paid steadily since 1922, 
have averaged about 60% of 
earnings for some years and now 

(Please turn to page 290) 
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Win the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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This we have done in our new Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 


When the Forecaster changes its direction up or down a 
corresponding change in our economy may be expected sev- 
eral months later. 


The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 


We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


At the start of the last quarter of 1956, the component series 
entering into The Trend Forecaster were still behaving 
irregularly. In recent months, housing starts have continued to 
work their way downhill; average hours worked in manufac- 
turing industries have moved erratically; stock prices have 
drifted lower; new orders in durables industries have declined; 
and the rate of new incorporations fell sharply. Nonresidential 
construction contracts have moved sideways, and the business 
failures series (inverted) has improved. 

The indecisive character of current business conditions is 
reflected in the sideways movement of The Trend Forecaster 
and the tendency of the Relative Strength Measurement 
to stick at around the zero position. In coming months, how- 
ever, virtually all of the measures comprising The Trend 
Forecaster are likely to be influenced by international devel- 
opments. If these worsen, the inflationary effects of such de- 
velopments could well be reflected in a rising Relative 
Strength, and a recovery in The Trend Forecaster. Such 
a recovery would, of course, have limited significance for the 
business trend, since it would be dependent upon a continua- 
tion of international tensions. The current behavior of The 
Forecaster continues to suggest that underlying business 
trends are near the plateau of a mature boom. 
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| CONCLUSIONS IN BRIEF 300 300 
60 
a) INDUSTRY — Activity still rising slowly, reflecting _ 
mM sharply expanding automobile output, higher activity ™ yo ee - wOV]y. 
. in machinery industries, and higher production sched- | 1956 Px 3 weet 
‘ ules in raw materials industries. Further advance now 280 : — 
‘ probable through early 1957. 
00 TRADE — Continues strong at retail level; stimulative 270 = 
nl effects of international crisis are likely to appear in Age 
, cutomobile sales, and sales of other durables, before 260 
4 Christmas. Over-all holiday trade will set new records. 
‘4 
MONEY AND CREDIT — Suez and Hungary make tight 250 
; credit conditions more probable through this year and 
2 into 1957. Speculative inventory building is now in 
: the offing, and it may take severely restrictive credit = 
' . policy to dampen price rises in raw materials. 
23 
d COMMODITIES — The balanced tone of a month ago , 
rs in commodity prices is beginning to give way to new 
”" strength, as fears of scarcities or rationing grow. Par- 200 re wan ape aor ae sare ae ae 
. ticularly for imported materials, the price outlook is 
Vs now tinged with international inflation. 
ee 
re M..- than the election, whose results were pretty well 
en discounted by business, months in advance, it is interna- 
“ MONEY AND BANK CREDIT tional tension which is now genuinely influencing 
of [WEEKLY REPORTING MEMBER BANKS] the business outlook. 
n- orererwue The prolonged crisis over Suez is hitting U.S. business at 
Reenne | a time when it is fully engaged, producing for its massive 
nd | 1} | | BN | | | civilian market. Any increase in required military produc- 
‘a astt+++ oN pA + WAS tion, either for ourselves or our allies, would unquestionably 
yw | | "See | | involve controls, priorities and allocations; every ton of steel 
‘~ 1} | | | would have to be identified by end-use, as it was in the 
ie 75 + — years of the Korean war. The same would be true for alumi- 
ny | Ht | Lt | num, copper, and a host of other materials. The fact is 
Pd HLL yyy | | simply that there is now no appreciable margin of idle 
a : 65 | r TT productive capacity in these critical materials, and increased 
— I} | | | | | gemano DEPOSITS | || | defense use would mean depriving the civilian sector of the 
d:; PAL e ALA LAL. same amount. This is the hard core from which speculative 
al aan Vad oo ill | TTT] rrttf dt s inflation of raw materials prices is likely to emanate, and 
sas | | | | ATT | there is now no better guide to business sentiment 
. LAr || than the price quotations on critical raw materials. 
is | | | ATT | | T | | Even barring a sudden breakout of larger-scale military 
oa | | | +s — : * 
er ASRERRE | | | activity, the threat of such activity is now strengthening 
nt a be = aan eee us aan ) | =e pg — own a the 
: - || | MALL } | modest, tentative uptrend that emerged out of the mid-year 
“" SRE ane ereecian steel strike. The business outlook is temporarily at the mercy 
al- - haar re eri tahoe | wren of diplomacy, but it is at least clear that if the interna- 
le- elm ot delat ede | | | tional situation fails to improve, then steel and 
ye | hen ARRAS al other bell-wether raw materials will be in heavy 
we stil eee WeN Ys wae titi 4 greet alan demand in coming months. Similarly, consumer 
he =o buying would be stimulated, particularly in hard 
1a- 1954 1955 1956 goods, and firming prices in these markets would contribute 
he to a moderate further rise in the cost of living indexes. These 
om in turn would add somewhat more intensity to wage de- 




















mands. These developments (Please turn to following page) 
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Latest Previous Year , 
THE MONTHLY TREND Unit tenth Meath Meath Age PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION* (FRB) — | 1947-’9-100 | Sept. 144 142 142 would add an inflationary bubble to the 
Durable Goods Mfr 1947-'9-100 | Sept. 163 159 160 boom. 
Nondurable Goods Mfr. 1947-'9-100 Sept. 129 128 128 
Mining 1947-9-100 | Sept. 129 128 123 ie ne oe 
WHAT TO WATCH — Suez and Hungary 
m sain 
oe, en — = pe ~~ are recasting the business outlook, and 
ec ena $ a re “as ~ = bringing commodities to the fore as indi- 
a - oo ene 1 - ; cators that will tip off new business trends 
ns cinta re | one and — in the immediate future. Prices of raw 
MANUFACTURERS’ materials—key commodities such as rub- 
New Orders—Total* $ Billions Sept. 28.2 29.1 28.3‘ | ber, copper, lead and zinc, steel scrap- 
Durable Goods $ Billions Sept. 14.4 15.2 14.9 maid now suddenly in the limelight. Specu- 
Saleh Mead $ Billions Sage. 13.8 13.9 13.4 lative activity in the markets for these 
Shipments* $ Billions Sept. 27.7 2760 ©6272 | pr cae at ~ eee. as 
Durable Goods. $ Billions Sept. 13.7 13.7 13.7 | good an indicator " ee Senne 
Nondurable Goods__ $ Billions Sept. 140 140 13.5 | — as = ye vm in the whole 
range of national statistics. 
BUSINESS INVENTORIES, END MO.* | $ Billions Sept. 86.4 86.1 80.0 | Inventory policy ‘s another new key 
, ili Sept. 50.1 49. 44.7 . “ : 
a “ia roe 129 a 120 dimension of the business trend. Before 
— oo = ; Suez, inventory in many lines was at least | 
nap page rad — el og ample; it was heavy in copper, getting 
st clacecenibananie ewe | oe. = sii — heavy in steel, getting heavy in consumer 
CONSTRUCTION, TOTAL_ $ Billions Sept. 4.3 43 4.2 = _e = oy: a Pogo iin 
Private. $ Billions Sept. 2.8 2.9 29 automooiles. ° ese egr es of in- 
Residential $ Billions Sept. 1.4 1.4 1.6 ventory coverage are being given a close 
All Other $ Billions Sept. 1.4 15 13 reexamination by purchasing agents, who 
theitee Mee Th 4 Sept. 1,000 1,110 ‘1,262 Hos pane! with pain the shortages of 
Contract Awards, Residential—b___| $ Millions Sept. 764 874 733 1951 and 1952. 
All Other—b $ Millions Sept, 1.261 1,195 1,301 Consumer buying of durables — 
particularly automobiles — bears a close 
EMPLOYMENT = . watch. Like purchasing agents, potential 
aaa arma <a aoa = wed car buyers remember the shortage of new 
m i Sept. 52.1 51.9 51.0 os . ° j 
en-Femm... Mittens - cars in 1952, and the soaring prices of | 
Government Millions Sept. 7.2 7.0 6.9 d 
Trade. Millions Sept. Wa 11.0 np | oo 
Factory Millions Sept. 13.3 13.3 13.4 Defense spending itself clearly is 
Hours Worked Hours Sept. 40.5 40.2 40.9 involved. Defense authorities have already 
Hourly Earnings Dollars Sept. 2.00 1.98 1.90 | noted the probability that previously 
Weekly Earnings Dollars Sept. 81.00 79.60 77.71 | scheduled cutbacks in manpower will be 
it os canceled, for the time being. That means 
PERSONAL INCOME* $ Billions at Me 5 328.1 3110 higher-than expected payroll costs. And 
Wages & Salaries $ Billions oat . <7 as watch defense procurement con- 
Proprietors’ Incomes $ Billions nei ” ” tracts. The volume of new defense orders 
rane “ee : : : 
Interest & Div $ Billions ee - s has been in a gentle rise so far this year. 
Transfer Payments $ Billions ” - 7 Changes in this trend will be reported 
Farm Income $ Billions ae. 15 15 15 here as soon as they are available. 
CONSUMER PRICES 1947-'9-100 Sept. 117.1 116.8 114.9 * * * 
mi 19479-1090 | ep NS.) 13.1 1116 | aL ANT AND EQUIPMENT SPENDING 
Clothi 9 1947-'9-100 Sept. 106.5 105.5 104.6 * 
eit 1947-9-100 Sept. 122.5 122.2 120.4 —Starting in the next few weeks, research 
= ____ | agencies will be publishing annual fore- 
MONEY & CREDIT casts for business spending for new ca- 
All Demand Deposits* $ Billions Sept. 106.7 106.1 =—:106.2 pacity in 1957. The surveys on which these 
Bank Debits*—g $ Billions Sept. 72.2 80.8 716 forecasts will be based are now being 
Business Loans Outstanding—c $ Billions Sept. 29.7 29.7 249 made. It’s worth bearing this in mind, 
instalment Credit Extended* $ Billions Sept. 3.2 3.4 3.4 when the results ed reported: prices of 
Instalment Credit Repaid* $ Billions Sept. 3.1 3.1 2.9 plant and equipment in 1957 are 
bound to average fully 10% higher 
FEDERAL GOVERNMENT than in 1956. Unless the dollar spend- 
Budget Receipt: $ Billions Sept. 6.2 5.0 5.5 ing estimate is up at least that much, “real” 
Budget Expenditures $ Billions Sept. 49 5.9 5.3 spending, in terms of new physical addi- 
Defense Expenditures____—=————_| $ Billions Sept. 3.1 3.5 3.6 tions to plant and equipment, will be 
Surplus (Def) cum from 7/1 $ Billion. Sept. (1.7) (0.9) (4.0) sloughing off. There are some good 








274 


THE MAGAZINE OF WALL STREET 
















































































































































































QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
In Billions of Dollars—Seasonally Adjusted, at Annual Rates 
1956 ——1955——-| grounds for expecting such an easing: 
SERIES il il ! Wl f di | . 
postponement of spending plans owing to 
rt A : ; A 
oe Sw Se Guaety tight money; uncertainty owing to foreign 
GROSS NATIONAL PRODUCT___ 413.0(f) 408.3 403.4 396.8 developments; shortages (possibly aggra- 
arene “ - — _ = = vated by the foreign situation) in such 
rivate tic Inve J : R B . . 
oten Casein tavedtinent 174) 17 01 02 essential materials as steel structurals and 
Government Purchases__>=—SS 80.3(f) 78.7 78.5 76.5 plate. 
Federal 47.2(f) 46.1 46.4 46.6 . ° 
wesanceagenian — ” ed TAX OUTLOOK-—the skinny surplus fore- 
PERSONAL INCOME 327.1(f) 322.9 317.5 309.6 cast for fiscal 1957 in the Federal budget 
ete Payment: BR Bn B ane could well disappear altogether, in the 
isposabie income. " . lo. ° . . ° ene 
Consumption Expenditures__——— 267.0(f) 263.7 261.7 257.8 light of international conditions, and the 
Personal Saving—d 21.3(f) 21.2 18.6 15.9 outlook wed reductions in ep! the 
ersonal or corporate rate is glum. 
PORA i * " 42.9 43.7 43.5 P 
“—s 7 ee ee wa - The new democratic Congress will doubt- 
Corporate Taxes. n.a. 21.7 22.1 22.0 d 
Corporate Net Profit n.a. 21.3 21.6 21.5 less take a stab at personal reductions for 
Dividend Payment 12.3(f) 12.2 11.8 11.0 lower income groups, but it is likely to be 
Retained Earnings n.a. 9.1 9.8 10.5 a weak and ineffectual stab. 
PLANT & EQUIPMENT OUTLAYS_ 36.3(e) 34.5 32.8 29.7 "a . . 
THE WEEKLY TREND SECURITIES PRICES — they are showing 
Week ie Manila ies the influence of Suez and Hungary ina 
Unit Ending Week Wiesk Ago new realignment; strongest sections of 
the market in recent weeks have been 
MWS Business Activity Index*____ | 1935-’9-100 Nov. 3 | 283.7 281.3 275.9 aircraft and related defense-indus- 
MWS Index—per capita*____ | 193 5-’9-100 Nov. 3 218.5 216.7 216.6 try stocks. Automobile companies, which 
Steel Production % of Capacity Nov. 10 100.6 101.3 99.6 produce much armament, are in an equiv- 
| Auto Production bon d on, poe _— se ocal market position, because heightened 
Paperboard Production____ | Thousand Tons Nov. 3 282 278 298 def A ai pasias , * 
} Lumber Production Thous. Board Ft. Nov. 3 251 258 256 erense activity 1s associated with curtail- 
Electric Power Output*___ | 1947-'49-100 Nov. 3 | 219.7 219.0 207.4 ment of profits from automobile produc- 
Freight Carloading Th d Cars Nov. 3 800 817 809 tion. Residential building activity is 
Engineering Constr. Awards $ Millions Nov. 8 | 281 350 268 likewise in a tough spot; world tensions 
Department Store Sales______ | 1947-’9-100 Nov. 3 124 128 128 make tight domestic control of money, and 
Demand Deposits—c______ | $ Billions Oct. 31 56.1 56.2 56.4 . : 

: Po auntie aan oa pos thus far housing has been hit hardest by 

scarcity of funds. 

} *—S§ lly adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge, for 37 states. (c)—Weekly reporting member banks. (d)—Excess of disposable 
| income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial centers. Other 
7 Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. (na)—Not available. (r)—Revised. (1)—First Quarter. 

j 
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: 1956 1956 
No. of 1956 Range 1956 1956 (Nov. 14, 1936 Cl.—100) High Low Nov.2 Nov.9 

. Issues (1925 Cl.—100) High Low Nov. 2 Nov. 9 100 High Priced Stocks 244.6 209.2 230.1 228.4 

: 300 Combined Average ........... 352.4 315.9 336.4 334.5 100 Low Priced Stocks 411.1 378.9 391.0 388.3 

x ' 4 Agricultural Implements ....... 327.1 242.1 258.4 261.7 4 Gold Mining ..............<....020.0. 882.7 682.5 689.9 697.3 

j 3 Air Cond. (‘53 Cl.—100) ...... 113.8 98.8 109.8 107.8 4 Investment Trusts ................. 171.2 150.8 155.5 157.1 

| | 9 Aircraft (‘27 Cl.—100) .......... 1351.7. 1064.6 1303.9 1351.7H 3 Liquor ('27 Cl.—100) ............ 1076.2 974.7 1015.3 1005.1 

| ; 
7 Airlines (‘27 Cl.—100) ........ 1117.4 919.0 960.8 950.3 9 Machinery 490.0 370.4 486.1 482.3 
4 Aluminum (‘53 Cl.—100) ...... 566.7 337.1 466.7 455.6 3 Mail Order 217.3 184.4 191.0 188.8 
Te ID accscnsincsssessncecsscens 172.3 147.2 153.5 148.8 NE 170.7 127.7 141.1 138.4 
4 9 Automobile Accessories ........ 373.7 334.5 363.0 363.0 5 Metal Fabr. (‘53 Cl.—100) ...... 213.2 183.3 198.2 198.2 
“a 6 Automobiles .........-..cco-eeeee 52.2 47.1 49.7 49.2 | 10 Metals, Miscelloneous............ 4649 400.4 409.0 4047 
4 Baking (‘26 Cl.—100) ........... 28.7 26.1 27.0 26.7 I cea cas nian oo tonne 997.3 1091.8 1070.8 
= 3 Business Machines ........ oo anes 831.5 1046.1 1028.2 22 Palretewe ......-........:<2..:... « 23 675.8 796.1 796.1 
\- 6 Chemicals ................... << €823 556.5 574.5 574.5 21 Public Utilities .... 264.0 246.4 248.9 251.4 
e 4 Coal Mining sabe 23.7 19.2 23.7 23.3 7 Railroad Equipment .............. 95.1 84.3 87.9 85.2 
H 4 Communications ...... w Tey 97.6 98.6 97.6L BIE icac i sccccccsisccsessescusnss 82.0 69.8 72.9 72.1 
g 1 9 Construction ............ oa 14n 112.3 130.4 130.4 3 Soft Drinks 544.8 433.7 433.7 433.7 
1, 7 Containers .......... ee <4 731.7 800.3 792.7 12 Steel & Iron ... . wos 283.8 361.8 358.7 
fF 7 Copper Mining ..................-++ 361.3 283.7 313.5 316.5 MUNIN ciiss,ioncasichtconcnwsaceenodesuani 74.8 60.1 74.2 74.8H 
e 2 Dairy Ee 122.3 111.7 112.9 114.1 eee rrr 950.2 785.8 804.1 804.1 
r 6 Department Stores ................ 93.7 85.3 93.7 93.7 11 Television (‘27 Cl.—100) ...... 44.5 35.3 35.8 35.3L 
5 Drugs-Eth. (‘53 Cl.—100) ...... 198.3 165.0 184.3 184.3 “oes 184.4 143.8 147.5 143.8 
1 6 Elec. Eqp. (‘53 Cl.—100) ...... 222.7 178.9 219.0 217.2 3 Tires & Rubber ...................... 201.0 169.9 180.9 179.0 
iz 2 Finance Companies 613.7 530.3 542.2 548.1 4 ae 96.7 86.3 88.2 88.2 
ji- 6 Food Brands ............. woo «= 900.6 278.2 281.1 281.1 2 Variety Stores .............. ° 298.8 272.7 278.5 272.7 
ye DE vcivisasccrnatctstomtn TRF 157.6 175.3 170.4 15 Unclassif’d (‘49 Cl.—100) ... 164.2 144.8 152.3 152.3 
d H—New High for 1956. L—New Low for 1956. 
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Trend of Commodities 





SPOT MARKETS — Leading commodities spurted higher, late in 
October, on the breakout of fighting in Egypt, which was fol- 
lowed by some temporary easing on the arrangement of a truce 
in the area. By November 8, prices were not far from the year’s 
high, reached on October 31. Best gains during this war scare 
period have been chalked up by metals and raw industrial ma- 
terials while such items as raw foods have done little better 
than hold their own. The near term outlook for commodity 
prices now hinges on the course of events in the Middle East. 
Thus far, high output of most commodities has held price gains 
within moderate bounds. However, if the threat of Russian 
intervention is actually carried out, this could bring a shooting 
war a great deal closer and spark urgent buying of commodities. 


FUTURES MARKETS — Traders in futures were swayed by the 
same considerations that influenced spot prices, with the Middle 
East situation overshadowing other developments. The Dow- 
Jones Commodity Futures Index gained 2.12 points in the two 
weeks ending November 9, to close at 164.55, after reaching a 
high of 165.79 at the end of October. The cessation of actual 
combat in Egypt brought some price easing but this was limited 
by the realization that Russian attempts at intervention com- 
plicated problems in the area. Most futures showed worthwhile 
gains in the period under review, with imported products in 
greatest demand. May wheat added 2 cents in the fortnight 
ending November 9 to close at 2414. Higher exports and inter- 
national tension accounted for the price gains which took place 
despite a betterment in the drought situation. 






























































































































































































































































WHOLESALE COMMODITY PRICES 
130 ALL COMMODITIES 
1947-49 — 100 1 20 J 
120 . 
1 10 ] 10 NON.-FARM PRODUCTS 
100 << 
100 
90 
aT Ne 
80 90 7 
\ “at 
70 eee” 
80 {FARM PRODUCTS 
60 —— LEE 
1949 1950 1951 1952 1953 1954 1955 1956 a 
BLS PRICE INDEXES Kola OW 1%. Oeed BLS INDEX 22 BASIC COMMODITIES 
1947-49—100 Date Date Ago Ago 1941 95 
(1947-1949—100) 
All Commodities Nov.6 1149 115.0 111.2 60.2 93 93 
Farm Products Nov. 6 87.7 88.2 84.1 51.0 
Non-Farm Products Nov. 6 123.0 123.0 119.4 67.0 91 91 
22 Basic Commodities Nov. 8 91.4 90.1 88.6 53.0 
9 Foods Nov. 8 80.9 81.0 75.8 46.5 
: 89 89 
13 Raw Ind’l. Materials Nov. 8 99.4 969 98.5 58.3 
5 Metals Nov.8 124.9 121.5 117.5 54.6 | 87 
4 Textiles Nov. 8 82.5 81.2 80.7 563 | 87 
85 85 
MWS SPOT PRICE INDEX MWS RAW MATERIALS SPOT PRICE INDEX 
14 RAW MATERIALS 175 175 
1923-1925 AVERAGE—100 
170 170 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 
1956 1955 1953 1951 1945 1941 165 165 
High of Year 169.8 164.7 162.2 215.4 989 85.7 
Low of Year 163.1 153.6 147.9 1764 96.7 743 160 160 
Clese of Year 164.7 152.1 180.8 98.5 83.5 
185 135 
DOW JONES FUTURES 
DOW-JONES FUTURES INDEX INDEX 
12 COMMODITIES 160 160 
AVERAGE 1924-1926—100 15 
1956 1955 1953 1951 1945 1941 ° 135 
High of Year 165.8 173.6 166.5 2145 106.4 84.6 
Low of Year 149.8 150.7 153.8 1748 93.9 55.5 150 130 
Close of Year 153.1 166.8 189.4 105.9 84.1 JUNE JULY AUG. SEPT OCT NOV DEC. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 


intervals. 


. Give all necessary facts, but brief. 
2. Confine your requests to three listed securities at reasonable 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Chas. Pfizer & Co. 


“Your magazine has stated that Chas. 
Pfizer & Co. continues to offer good long- 
term growth prospects in the pharma- 
ceutical field. Any recent important 
data on the company would be appre- 
ciated.” 

T.R., Cleveland, Ohio 


Chas. Pfizer & Co. is an im- 
portant factor in the ethical drug 
field and is engaged in the manu- 
facture of antibiotics, vitamins, 
nutritional specialties, animal 
feed supplements, chemicals and 
a line of steroid hormone prod- 
ucts. 

Sales and earnings of Chas. 
Pfizer for the first nine months 
of 1956 were up 7% and 16%, 
respectively, over the last year 
and were higher than for any 
similar period in the 107-year-old 
drug and chemical firm’s history. 

Sales for the first three quar- 
ters were $128,367,433, against 
$119,870,892 in 1955, while net 
earnings amounted to $13,329,- 
450, compared with $11,455,822 
last year. Earnings after payment 
of preferred dividends were 
equivalent to $2.47 per share on 
5,221,962 shares of common stock 
outstanding, compared with $2.21 
per share on 4,930,268 shares 
outstanding at the end of the first 
nine months in 1955. 

Earnings before income taxes 
were $24,731,586, against $20,- 
556,030 for the same period last 
year. 
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Among the new products mar- 
keted, the company has high 
hopes for Sigmamycin, the new 
multi-spectrum antibiotic which 
combines tetracycline with a new 
Pfizer discovery, Oleandomycin. 
This new drug is expected to help 
sales of the company in the fourth 
quarter and in 1957. 

The Roerig division’s new ten- 
sion-relieving drug, Atarax, is 
reported showing a steady in- 
crease in sales. Another new 
product now being marketed, ac- 
cording to the company, is ex- 
pected to control the symptoms 
and apprehensions associated with 
rheumatoid arthritis and bron- 
chial asthma. 

A new animal health product, 
Terramycin Egg Formula, prom- 
ises to boost sales for the com- 
pany’s growing Agricultural Sales 
division. According to the com- 
pany, tests show that the new 
product will increase egg produc- 
tion from 6% to 37%. 

Volume of the company’s fine 
chemicals is benefiting from the 
generally high rate of industria] 
activity, and the markets for pen- 
icillin and streptomycin continue 
to show the firmer tone which 
became evident early in the year. 

Current quarterly dividend is 
35 cents per share. An extra of 
35 cents, to be paid December 12, 
will bring 1956 total to $1.75, 
against $1.55 last year. 


American Seating Co. 

“As there is a great need for new 
schools and equipment, I would appre- 
ciate information in regard to Amer- 
ican Seating earnings and outlook.” 

S. W., Casper, Wyo. 

American Seating Co. is the 
largest manufacturer of public 
seating equipment. 

For the first nine months of 
1956, net sales were $29,493,178 
and net income $1,543,872, equal 
to $2.40 per share, based on 643,- 
690 shares outstanding on Sep- 
tember 30, 1956. This compares 
with the first nine months of 1955 
sales of $29,685,868 and net in- 
come of $1,889,543, equal to $2.95 
per common share. 

During 1956, the company had 
expenses of non-recurring nature, 
incident to the introduction and 
initial production of the new 
Classmates line of school furni- 
ture. Also, it had to absorb costs 
of moving machinery and equip- 
ment into the new addition of 
100,000 square feet of floor space 
to its steel fabricating plant. Ad- 
ditional moves are being made in 
the fourth quarter, and it is ex- 
pected that all production lines 
will be in order by early 1957. 

Inventories are higher than 
normal. To be in a position to 
serve customers promptly, it is 
necessary to build up stock in ad- 
vance of receipt of orders. With 
the introduction this year of the 
new Classmates line and the addi- 
tion of colors to the standard line 
of school furniture, the number 
of items in inventory was sub- 
stantially increased. To obtain the 
best production cost, it is desir- 
able to produce a number of the 
items in fairly large quantity. 
Also, it was important to protect 
against the interruption of pro- 
duction attending the transfer of 
machinery and equipment into the 
new plant addition. 

The bank loans obtained for the 
purpose of carrying the inventory 
are also at a level higher than 
normal at September 30. Progress 
is being made in paying them off. 

(Please turn to page 292) 
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Keeping A breast of 


Corporate Developments 


Earnings for the third quarter of this year were 
canvassed in a two-part study by THE MAGAZINE 
(October 27 and November 10). This study showed 
that third-quarter earnings pulled down the nine- 
month report on the basis of year-earlier compari- 
sons. In brief, the study disclosed that the mounting 
cost inflation had tightened its grip on a wide area 
of the business community. 

Still, many companies managed to do better in the 
most recent quarter than in the corresponding period 
of 1955. Thus: 


Oxford Paper Co. sales and earnings for the nine 
months and the quarter ended September 30 were 
at historic peaks. Sales in the third quarter of 
$15,014,000 were 10% higher than in the like period 
last year. Net profit was $1.29 a common share, 
compared with 97 cents in the 1955 quarter. Sales 
for the nine months of this year were at $46,144,000, 
compared with less than $34 million in the year- 
earlier period. Earnings were equal to $3.91 a share, 
compared with $3.09 in the similar period last year. 
(Despite a two-week work stoppage at one plant 
and the shutdown of a facility for one week for 
rebuilding, a strong fourth quarter is indicated.) 


Ingersoll-Rand Co. estimated earnings for the nine 
months ended September 30 at $26,173,000, or $4.33 
a common share. This compares with $19,978,000, 
equal to $3.30 a share, in the like 1955 period. For 
the six months ended June 30, 1956, net was equal 
to $2.71 a share, compared with $2.18 in the first 
half of 1955. 


Thorofare Markets, Inc. reported for the nine 
months to September 29 net sales of $67,386,000 
and net profit of $1,163,000, or $1.49 a common 
share. This compares with vear-ago volume of 
$61,163,000 and net of $1,061,000, equal to $1.35 a 
share. The 1956 report is based on 778,333 common 
shares and in 1955 on 741,396 shares. For the six 
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months ended June 30, 1956, net was $786,000, or 
$1 a share, against $725,000, or 92 cents a share, in 
the first half of 1955. 


Sunbeam Corp. is outstanding in the appliance 
field, where the spiral of wages and materials costs 
has pinched profits especially hard. A familiar pat- 
tern in that field is lower net despite increased sales, 
although quite a few companies were unable to keep 
abreast of 1955 volume. Sunbeam (fiscal year ends 
March 31) reports for the six months ended Sep- 
tember 30 sales of $59,377,000 and net profits of 
$4,644,000, equal to $1.51 a share. This compares 
with sales of $49,405,000 and net of $3,781,000, 
equal to $1.24 a share, in the comparable period of 
1955. For the first quarter, which ended June 30, 
net was $1,760,000, or 57 cents a share, against 
$1,226,000, equal to 40 cents a share, in the like 
1955 period. (Prospects are good for the balance of 
the fiscal year, hence Sunbeam may register new 
sales and profits records. 


Hertz Corp., which operates a vehicle rental and 
leasing business across the country, in the quarter 
ended September 30 had net profit of $1,422,000, or 
82 cents a share. This is based on 1,722,629 shares. 
In the vear-ago quarter net was $943,000, or 59 cents 
a share, based on 1,575,343 shares. For the nine 
months this year, net profit was $3,476,000, or $2.01 
a share, against $2,271,000, or $1.44 a share, in the 
like period of 1955. The foregoing figures have been 
restated by the company to include operations of 
Carey Driv-Ur-Self, Inc., merged June 1, 1956, and 
J. Frank Connor, Inc., merged July 5 of this year. 
The company presently will announce plans for ex- 
pansion of company-owned operations to overseas 
cities. Up to now, Hertz has been represented abroad 
by franchised owners. (Hertz is engaged in a tax 
dispute with the Internal Revenue Bureau over use 
of accelerated depreciation on all new vehicles ac- 
qulred since 1954. (Please turn to page 286) 
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How do you “psychoanalyze” oil? 


Like thoughts buried in the hidden re- 
cesses of the mind, the secrets of oil are 
often difficult to coax forth, but it must 
be done to identify the product and con- 
duct sound research for improvement. 

Recently, Gulf scientists made the dif- 
ficult and tedious job of exposing the 
inner components of oil a lot easier by 
giving oil analysts a new “couch.” 

At the laboratory in Harmarville, Pa., 
Gulf researchers now use an instrument 
which identifies all the separate and dis- 
tinct elements of oil. It is known as a 
Gas-Liquid Partitioner. 

The “Partitioner,” the control panel 
of which you see at left, consists of a 
long glass tube packed with a powder. 
Each grain of the powder is coated with 
an oily liquid. 

When a petroleum sample is passing 
through the tube, the oily coating on the 
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grains of powder attract the components 
of the sample with varying tenacity. This 
causes them to pass through at different 
rates of speed. The “Partitioner” shows 
the research engineer how the compo- 
nents are acting during the “passage,” 
and an instrument at the end of the tube 
provides an automatic quantitative and 
qualitative analysis of the sample and 
all of its parts. 


Previously, it required 14 hours or more 
to run this kind of oil analysis—and it 
often consumed large quantities of valu- 
able chemicals. 


Today, thanks to Gulf’s “Partitioner,” 
oil can be analyzed in minutes, permit- 
ting many more analyses during a given 
research project, developing greater qual- 
ity control of Gulf products and open- 
ing new vistas of oil re- 
search for the future. 
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year since 1940. The 65-cent 
quarterly rate (raised from 50 
cents last year) is in no danger— 
the full year’s dividend having 
been more than earned in the 
first six months. Indeed, chances 
are good that the dividend pay- 
out will be increased before the 
close of 1957. 

This leading builder of destroy- 
ers, of course, is dependent large- 
ly on ship construction plans of 
the Navy and funds appropriated 
by Congress. In the light of for- 
eign tensions cited earlier in this 
article indications are that the 
Bath, Me., yards will continue to 
operate at satisfactory levels. 


THE STEEL PRODUCERS 


Ever since the steel industry 
got back into high gear following 
the five-week strike in the sum- 
mer, mills have been operating at 
better than theoretical capacity. 
Backlogs are holding steady or 
increasing slightly despite the 
longest run of above-capacity 
operations in several years. 

This better-than-capacity pace 
is all the more impressive when 
it is considered that mill capacity 
has grown each year. Thus, 1956 
figures are based on annual ¢a- 
pacity of 128,363,000, net tons, 
compared with 1955 capacity of 
125,828,310 tons. 

Soaring output figures have 
made scarcely a dent in backlogs 
of steel manufacturers. Indeed, 
many producers could build still 
larger backlogs if they accepted 
all the available business. Steel 
mills, generally, are taking orders 
only for what they can reasonably 
handle in order not to create more 
serious delivery problems than 
they already have. 

In some instances steel produc- 
ers will go into 1957 with sub- 
stantial carryover of tonnages 
promised to customers for the 
current quarter. That will apply 
to such hard-to-come-by products 
as plates and structurals, in 
strong demand from the heavy- 
construction industry and _ the 
railway-car builders. The ship- 
building industry, of course, is 
also clamoring for plates and 
structurals. 
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But for the conservation of the 
manufacturers of automobiles, 
the best customers of the steel 
industry, the clamor for steel 
products would be even greater. 
In the unlikely event the public 
should buy the 1957 models at the 
pace approaching 1955, then the 
automotive industry may run into 
trouble in its efforts to acquire 
such items as cold-rolled sheets. 

For all 1956, steel output is ex- 
pected to hit 115 million tons, 
somewhat short of the 117-mil- 
lion-ton record achieved in 1955. 
Of course, the old record would 
have been surpassed but for the 
five-week strike that cost the in- 
dustry more than 10 million tons. 
The industry is looking toward 
1957, confident that the first quar- 
ter at least will be marked by 
capacity operations. 


U. S. Steel Going Full Tilt 


United States Steel Corp. had 
a lean third quarter, as did just 
about every other company in the 
industry. This was due to the 
strike of steelworkers and the 
fact that the company’s Great 
Lakes fleet of ore boats continued 
idle because of a strike until early 
September. Still, U. S. Steel came 
close to covering the quarterly 
dividend of 65 cents on the com- 
mon stock. Net for the third quar- 
ter totaled 52 cents a share, com- 
pared with $1.55 a year earlier 
and $1.83 for the quarter ended 
June 30, 1956. 

On the outlook for business 
during this quarter and the initial 
period of 1957, there is every 
prospect that U. S. Steel will con- 
tinue to operate full tidt. Nine- 
month sales set a record for any 
first nine months in the com- 
pany’s history in spite of the 
strikes. It would appear that for 
all 1956 a new record will be es- 
tablished, surpassing the record 
sales of almost $4.1 billion 
achieved in 1955. For the nine 
months, net profit amounted to 
$243,336,000, equal to $4.18 a 
common share. This compares 
with $267,507,000, or $4.65 a 
share, in first nine months of 
1955. 

U. S. Steel differs somewhat 
from Bethlehem Steel (THE MAG- 
AZINE, November 10) on the sub- 
ject of price increases. Big Steel 
does not have in mind any plans 
for a general price rise at this 
time. On the other hand, Bethle- 
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hem feels there is pressing need 
for an increase beyond the one 
averaging $8.50 a ton made by 
the industry following the end of 
the steel strike in August. How- 
ever, U. S. Steel has not closed 
the door to boosts on individua! 
products. As at Bethlehem, costs 
for U. S. Steel have been rising. 

Capital outlays in the expand 
ing steel industry are heavy thes: 
days. The dollar, of course, doe 
not buy as much facility as it dic 
several years ago. At Big Steel, 
expenditures for additions an 
replacements totaled $63 millior 
in the third quarter. On Septem 
ber 30, uncompleted plans of th: 
same nature required additiona 
expenditure of $650 million. O 
this sum, $460 million is involvec 
in requests made to the Office o1 
Defense Mobilization to be al 
lowed for tax purposes to write 
off the facilities, when built, in 
five years. However, usually th: 
Government agency grants les 
than the total amount in proces 
sing applications for specia 
amortization. 

The current 65-cent quarter] 
payout is conservative. To be 
sure, the company needs larg: 
sums to carry out its expansio1 
program. In the third quarter, a: 
an example, $16 million of Gov- 
ernment securities were set aside 
in the reserve for future property) 
expenditures, making the total i: 
the reserve $400 million. Never- 
theless, the company can be ex 
pected to hike the payout in 1957, 
assuming continuance of the pres- 
ent level of operations or any 
thing approaching it. 


National Steel Ahead of 1955 


National Steel Corp., one of the 
five leading producers of the in- 
dustry, operated at about 105% 
of capacity last month and there 
is no sign of a slackening pace. 
Yet National did not feel the im- 
pact of the summer strike as 
sharply as did most of its com- 
petitors. One of its major steel- 
making divisions was not affected 
by the work stoppage. 

As a result, sales and operating 
revenues for the third quarter to- 
taled $133,346,000 and net profit 
was $6,515,000, equal to 88 cents a 
share. This compares with volume 
of $154,160,000 in the like period 
of 1955, when net profit amounted 
to $11,469,000, or $1.55 a share. 
For the nine months, sales and 
operating revenues totaled $480,- 
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HATLROAD GROW? 


One of a series telling what Chesapeake and Ohio 
is doing to make this a bigger, better railroad. 











_ @§ The Greenbrier, Chesapeake and Ohio’s resort 
| BF hotel at White Sulphur Springs, West Virginia, 
has been known to generations of Americans 
as one of the world’s finest vacation spots. To 





The Greenbrier each year come thousands of 





the nation’s leaders for business, government 





and professional conferences. 








Each year some 40,000 of The Greenbrier’s 





guests enjoy the trip there over Chessie’s rail- 
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The Greenbrier has every facility for meetings up to 
1000. Special combination winter rates for groups $19 
per person per day, double, $21 per day, single, include 
room, meals, golf, swimming and most tips. 













Write for pictorial brochure “Greenbrier Holiday”, 
and information on special winter rates. 







Railway 


3807 TERMINAL TOWER, CLEVELAND 1, OHIO 





Chesapeake and Ohio 


Chessie’s show window 


road. They see the results of C&O’s billion 
dollar investment —half of it made during the 
last ten years. This year alone the moderniza- 
tion program includes $100 million for new 
diesels, cars, yards, signals, docks and other 
improvements. 


From the grounds of The Greenbrier these 
guests can see the endless parade of 160-car 
trains of coal climbing the crest of the Alle- 
ghenies for the long coast down to Newport 
News where the coal will take ship. Europe’s 
dependence on American coal grows greater 
every year and nearly half of the vast cargo 
goes by way of C&O and Newport News. 
Three out of every ten cars loaded by C&O are 
for export. 


Along C&O lines the traveler will note the 
spectacular expansion of chemical, automo- 
tive, glass, metal, paper and other industries 
as well as coal. This great industrial develop- 
ment has added diversification to C&O’s 
freight traffic. And it is the better to service 
this rich territory that C&O has grown so big, 
so fast. 
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985,000, and net was $35,476,000, 
or $4.80 a share. This compares 
with revenues of $462,552,000 in 
the first nine months of last year, 
when net profit was $34,502,000, 
or $4.68 a share. 

National has a better-than-av- 
erage earnings record in this in- 
dustry. The $6.54 per share 
earned last year will be surpassed 
in 1956. Net income rose to 7.76% 
of sales, from 6.27% in 1954. 

The company has indicated it 
will expand capacity on the order 
of 16% over the next three years 
at a cost of some $300 million. 
Present facilities are inadquate 
to meet the heavy demand for its 
principal finished steel products, 
which include hot and cold-rolled 
sheets and strip, tin plate, terne 
plate, galvanized and black sheets, 
plates, structura: shapes, and 
merchant bars and shapes. 

Only last month the company 
offered $55 million of first mort- 
gage bonds to help defray cost of 
its construction program. From 
1952 through the middle of this 
year, National expended over 
$300 million for construction, of 
which all but $15 million was pro- 
vided out of its own funds. To 
complete the program, an estima- 
ted $140 million will be needed, 
of which the $55 million offering 
will provide a part. The remain- 
der will be provided from retained 
earnings, depreciation and amor- 
tization and, if neeessary, from 
additional financing. However, it 
is not anticipated that further 
financing will be needed. 

A year ago the quarterly divi- 
dend rate was increased to $1 
from 75 cents. Alongside other 
leading factors in the industry, 
this makes for an attractive yield. 
More liberal dividends may have 
to wait some little time owing to 
the heavy capital needs of the 
company. 


RAILWAY EQUIPMENT 


Long known as a highly cyclical 
industry, railroad equipment has 
undergone a major change in the 
post-war decade. The producers 
of railway cars (freight and pass- 
enger), railway-signaling devices, 
air-brake equipment, switching 
gear and allied paraphernalia no 
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longer are solely dependent on the 
railroads for their bread and 
butter 

Makers of railway equipment 
began diversifying on a vast scale 
after World War II. But for this, 
they would, in many instances, 
have fallen by the wayside. That 
they have flourished attests to the 
courage, vision and enterprise of 
their corporate leaders, who took 
these companies so far afield that 
there is no longer such a thing as 
a railway equipment industry, 
pure and simple. The leaders in 
the industry have diversified into 
such varied fields as electronics, 
nucleonics, oilfield equipment, 
truck trailers, industrial pumps, 
hizthway-building equipment, hy- 
draulic products and a dozen 
others. One company, Pressed 
S‘eel Car, went off on a diversifi- 
cation binge that took it com- 
pletely ou: of the field. 

New York Air Brake, while its 
moves were nowhere nearly so 
drastic, has gotten away from 
sole dependence on the carriers 
for business. Last year, as an 
example, its railroad business 
soared more than 50% to reach 
$11,460,000. But nearly 73% of its 
volume was generated by non-rail- 
road business. Back in 1947, only 
1.7% of New York’s total volume 
was from non-railroad sources. A 
measure of its independence from 
the railroads may be gleaned from 
these statistics: In 1948, 3.8% of 
the business was non-railroad; in 
1949, 10.5%; in 1920, 22.7%; 
1951, 32.2% ; 1952, 57.2%; 1953, 
65.7%, and in 1954, 79.3%. The 
drop to 73% for non-railroad in 
1955 reflects the resurgence of its 
traditional customer. 

A measure of the feast-and- 
famine nature of the business may 
be seen in the fact that the rail- 
roads last year ordered 170,000 
cars (thanks to the fast writeoffs 
approved by the Government), 
compared with a mere 23,000 in 
1954. The industry might have 
turned out as many as 55,000 
cars this year, but that estimate 
was based on uninterrupted pro- 
duction of steel. 

Deferred deliveries point to 
full-tilt operations well into 1958, 
assuming a better flow of raw 
material. This reckoning takes in- 
to consideration the increasingly 
large number of old freight cars 
that must be scrapped by the rail- 
roads. About 650,000 are 26 or 
more years old, with around 
384,000 of these actually more 


than 30 years old. About 36% of 
the nation’s fleet of freight cars is 
more than a quarter-century old. 


The New Look at Pullman 


Pullman today is a radically 
different company from the entity 
that once linked its fortunes solely 
with the carriers. In 1947, its 
sleeping-car business was sold to 
the railroads, pursuant to court 
decree in a Federal antitrust suit. 
Pullman continues to be the king- 
pin of the car builders, but it has 
moved into highway truck-trailers 
through acquisition in 1951, of 
Trailmobile, second largest in the 
field. It also has come up with 
M. W. Kellogg Co., which builds 
refinery plants and processes for 
the petroleum industry. Kellogg 
since has moved into the plastics 
field on a sizable scale, Pullman 
also has acquired a sizable stake 
in atomic energy. 

Consolidated revenues of Pull- 
man and subsidiaries for the 
three months ended September 30 
were $70,806,000, compared with 
$86,511,000 in the like quarter of 
1955. This, of course, reflected the 
curtailment of operation brought 
on by the steel strike. Total reven- 
ues for the first nine months were 
$272,469,000, up 15% from the 
$236,660,000 for the same period 
a year ago. Profits for the third 
quarter were equal to $1.02 a 
share, compared with $1.11 in 
the similar period of 1955. Earn- 
ings for the nine months were 
equal to $4.23 a share, against 
$2.88 for the first nine months 
of 1955. 

The types of steel required by 
its car-building division and Kel- 
logg, principally plates and struc- 
tural shapes, have been in short 
supply for well over a year. It 
was impossible to accumulate an 
inventory sufficient to sustain 
manufacturing and construction 
activities for the duration of the 
steel strike. Operations -were 
continued until the supply of steel 
was exhausted, but once stopped, 
they could not be resumed until a 
new supply of steel was received. 

The lack of steel resulted in 
prolonged shutdowns at all Pull- 
man freight-car plants. Opera- 
tions were resumed in late Sep- 
tember and had reached a high 
level by the middle of last month. 
While the company does not pro- 
vide figures, it is known that the 
backlog is “large.” 
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-.-.yet on the verge 


of his greatest growth 
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Born with a competitive spirit, Glidden Neither spirit, muscle nor experience § SOUTHERN CHEMICAL DIVISION—Jackson- 
quickly developed the “muscle” and _ has relaxed—each Glidden division _ ville, Florida, turpentine processing 
experience that built a small paint has grown and prepared for continued plant being expanded and new terpene 
company into a widely diversified growth in keeping with the Glidden fine chemical unit being built; new 
multi-plant corporation with sales of policy of planned expansion. tall oil plant under construction at 


$226,290,387 last year. 


Today, Glidden muscles are the 30 
factories and refineries and the 23 
research laboratories operating | CHEMICALS-PIGMENTS-METALS DIVISION er : 
throughout the United States and —First phase of $30,000,000 titanium pea ss ee 
Canada. And experience has put dioxide plant at Baltimore completed — es oe ee 
Glidden into production of scores of and in production; facilities added for also at Chicago and at Berkeley, Calif. 


In just the past year, Glidden has Fost St, Fon, Sonate. 


grown in many directions: DURKEE FAMOUS FOODS DIVISION— New 
laboratory and technical service center at 





chemical and other ingredient prod- | ¢W metal powders at Hammond, Ind. —_paywr pivistoN—20 new branch ware- 
ucts for industry in addition to many = ¢HEMURGY DIVISION—New $6.000,000 houses opened; factory expansions at 
well-known Glidden consumer prod- terminal elevator at Chicago completed ; Reading, Pennsylvania; Atlanta, 
ucts such as DURKEE Famous Foods two 200.000-bushel “feeder” elevators Georgia; Chicage, Illinois; Toronto, 
and SPRED SATIN paints. completed at Lockport and Seneca, III. Ontario; and Montreal, Quebec. 

CONDENSED CONSOLIDATED BALANCE SHEET CONDENSED CONSOLIDATED 

ania August 31, 1956 Liabilities INCOME STATEMENT 

Current Assets ............ $ 63,843,132 Current Liabilities ......... $ 28,147,284 12 months ended August 31, 1956 
a 1,481,139 Long-Term Debt .......... 7,500,000 ke ee a ep $226,290,387 
Property, Plant and Capital Stock and Surplus ... 32,767,172 4 Income Before Taxes on Income .. 16,450,737 
eee eee 53,413,732 Earned Surplus ........... 50,323,547 Taxes on Income—Estimated .... 8,304,000 
ree $118,738,003 Total Liabilities ......... $118,738,003 Consolidated Net Income ....... 8,146,737 





A copy of the Company’s annual report will be sent on request. 


THE GLIDDEN COMPANY « Cleveland 14, Ohio 
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ACF Industries, Inc. (old 
American Car & Foundry) was 
in the van of the industry’s move 
away from sole dependence on 
the carriers. Back in 1949, 80% 
of its total volume came from the 
railroads. That proportion has 
fallen in the intervening years. 
It has been demonstrated that 
ACF now can operate profitably 
even when the carriers are contri- 
buting as little as 29% to over- 
all volume. 

The company long has had a 
vital stake in carburetors and has 
a growing interest in such fields 
as electronics, nucleonics and 
missiles. 


ACF Backlog Improves 


The company went into Sep- 
tember with an over-all backlog 
of $236 million, an increase of 
$6 million from three months ear- 
lier. Order backlog of American 
Car & Foundry division repre- 
sented more than 17,000 freight 
cars. It had been planned to deliv- 
er 90% of these before the end of 
the fiscal year (April 30, 1957). 
However, this estimate had to be 
revised owing to the shortage of 
materials arising out of the steel 
strike. 

Though reporting slightly less 
net income in the forepart of the 
fiscal year (the steel strike and a 
lag in automotive production), 
the showing for the current fiscal 
year should top the previous year 
when sales amounted to $245 
million and earnings were $6.08 
a common share. 


AIRCRAFT INDUSTRY 


A total of $36.4 billion is avail- 
able to the military in fiscal year 
which started on July 1, 1956. Big 
as it is, it may be dwarfed by 
what is ahead. For the initial 
stages of preparing military bud- 
get for the year that begins July 
1, 1957, are well underway and 
the first tentative estimates show- 
ed that they asked for $48 billion, 
a rise of nearly one-third from 
the present year’s figure. 

While Charles E. Wilson, Sec- 
retary of Defense, has returned 
these estimates as “unrealistic,” a 
second presentation showed little 


change. The first figure may not 
seem so unrealistic in the light of 
unfolding events. For in the inter- 
val there has been fighting in the 
Middle East and there has been 
widespread revolt in Eastern 
Europe. With the Soviet Union no 
longer making any pretense about 
its true imperialist plans, the 
Pentagon will encounter no sub- 
stantial opposition on Capitol Hill 
to a stepped-up defense program. 
Even before the October explo- 
sions in the Middle East and 
Eastern Europe, many high in 
Administration councils were re- 
conciled to an annual budget of 
nearly $40 billion for the next two 
years. Such a budget could allow 
$8 billion for aircraft and $2 bil- 
lion for guided missiles. Another 
$2 billion probably would go each 
year to research, largely in the 
aircraft and missile fields. 


Lockheed Backlog At 3-Year Peak 


Although its net profit this year 
may trail the 1955 showing, Lock- 
heed Aircraft Corp. will continue 
high in the list of military con- 
tractors. In addition, its commer- 
cial business has been growing. 

The company’s backlog at the 
end of the third quarter was 
$1,580,115,000, highest in three 
years. The backlog a year earlier 
was $1,181,327,000. About 29% 
of this backlog represents com- 
mercial orders and 71% military 
orders. 

The C-130 military transport 
will insure considerable business 
for the future. The F-94 fighter 
now is obsolete and about phased 
out of the picture. Orders for two 
Navy planes are now being deliv- 
ered, with additional prospects 
when these are completed. Lock- 
heed has excellent chance of keep- 
ing the lead in the development 
of its airframe for the atomic air- 
craft engine. 

Indicated net earnings for the 
quarter ended September 23 dip- 
ped to $3,310,000 from $4,282,000 
for the like period of last year. 
Indicated sales for the 1956 third 
quarter totaled $178,659,000, up 
from the $153,388,000 showing in 
the same quarter of 1955. Nine- 
month earnings for 1956 totaled 
$3.83 a share, compared with 
$4.73 in the same period of 1955. 

Incidentally, a $14.2 million 
writeoff of all current ‘research 
and development costs connected 
with the new Electra transport 
cut sharply into earnings. The 
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1956 nine-month writeoff total 
was triple that of the 1955 period. 


Douglas Steps Up Deliveries 


Douglas Aircraft Co., Inc. is 
unique among aircraft manufac- 
turers for its large stake in the 
commercial field. This leader of 
the industry now derives as mucl 
revenues from its civilian trade 
as it does from defense produc 
tion. At latest reports, the com 
mercial portion of the Douglas 
backlog of $2,279,842,000 was u} 
to an even 50% for the first time 
in the company’s history. 

Douglas now has firm order: 
for 115 DC-8 transports valuec 
at $579,232,000. It still has 29¢ 
piston-powered transports to d 
liver. ; 

Earnings for the third quarter, 
which ended August 31, dippec 
to $2.10 a share from $2.62 a 
share in the like 1955 quarter 
Earnings for the second quarte 
of this year were equal to $2.08 
a share. 

A step-up in deliveries to the 
Navy as well as to commercial! 
customers indicates an improve- 
ment for the fourth quarter in 
spite of continuing high develop- 
ment costs. These costs ran to 
$16.8 million in the nine-month 
period, more than twice those of 
a year earlier. Work on the DC-8& 
jet transport accounted for most 
of the increase. 

Earnings for the nine months 
this year dropped to $20,596,000, 
or $5.56 a share, compared with 
$23,369,000, or $6.33 a share, in 
the like period of 1955. Sales for 
the 1956 period topped $711 mil- 
lion, compared with little more 
than $676 million for the year-ago 
period. 

Douglas earnings should rise 
appreciably in 1957 as the com- 
pany accelerates deliveries of mil- 
itary and commercial aircraft. 

—END 





Keeping Abreast of 
Corporate Developments 





(Continued from page 278) 


A Treasury ruling in June of 1956 
denying such use would have the 
effect of increasing Hertz’s tax 
bill by about $1 million for the 
nine months ended September 30, 
1956, and by about $300,000 for 
the period last year. 
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Reliance Manufacturing Co. is 
having a good year. This maker of 
sportswear and working clothes 
showed for the first nine months 
of this year net profit of $974,000, 
equal to $2.08 a common share. 
This contrasts with net of $459,- 
000 and 87 cents a share in the 
nine months to September 30, 
1955, which included a gain of 
$63,768 on sale of properties. For 
the six months ended June 30, 
1956, net was $544,000, or $1.14 a 
share, compared with $248,000, or 
45 cents a share, in the like 1955 
period. 


Great Northern Co. reports for | | 


tne 40 weeks ended October 7 net 
profit of $4,744,000, equal to $4.34 
a common share. This compares 
with $3,469,000, or $3.21 a share 
in the 1955 period. For the 24 


weeks to June 16 net was $2.60 a | 





share, against $1.96 a share in the | 


similar period last year. 





Position of Leverage Stocks 
In Today’s Market 





(Continued from page 259) 


expenditures for expanding plant 


capacity and new product devel- | 


—END | 


ment, with resulting heavy de- | 


preciation and amortization | 
limited benefits | 


charges, have 
from expanding sales, profit mar- 
gins have increased 50%. How- 
ever, the cash flow from these 


abnormal writeoffs enabled Dow | 
to prepay a substantial amount of | 
long-term indebtedness, retire the | 


preferred stock in 1954 and fi- 
nance considerable plant expan- 
sion. Further reduction in debt 
and normalization of depreciation 
charges should be reflected in still 
higher earnings. The 
factor in Dow thus has been re- 
duced. 


Debt Reduced 


The peak debt plus preferred 
stock, totaling some $400 million, 
has been more than halved in re- 
cent years. Dow reduced its long- 
term debt to insurance companies 
by $62.5 million in June of 1955. 
By the end of the last fiscal year 
further reductions in long-term 
debt had been made by the con- 
version to common stock of more 
than $17 million of the 3% con- 
vertible debentures. This made 
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RIO GRANDE VALLEY 
GAS COMPANY 


BROWNSVILLE, TEXAS 
DIVIDEND No. 33 


A year-end dividend of five cents per 
share on the outstanding common stock 
of this corporation has been declared pay- 
able December 17, 1956, to stockholders 
of record at the close of business Novem- 
ber 19, 1956. 

W. H. MEREDITH 

















Treasurer 
November 7, 1956 
DETROIT 
STEEL 
CORPORATION 


COMMON STOCK DIVIDEND NO. 107 


On October 26, 1956, the Board of 
Directors voted a cash dividend of 
$.25 a share on the Common Stock 
payable December 12, 1956, to 
holders of record at the close of 
business November 28, 1956. 


R. A. YODER 
Vice President—Finance 














TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of 50 cents per share on the 10,020,000 
shares of the Company’s capital stock out- 
standing and entitled to receive dividends, 
payable December 15, 1956, to stock- 
holders of record at the close of business 
November 26, 1956. 
E. F. VANDERSTUCKEN, JR., 


Secretary. 








| pHEtps DODGE 
CORPORATION 





The Board of Directors has 
declared a fourth-quarter divi- 
dend of Seventy-five Cents (75¢) 
per share, payable December 
10, 1956 to stockholders of rec- 
ord November 19, 1956, also a 
year-end extra dividend of Two 
Dollars ($2.00) per share of 
which Seventy Cents (70¢) is 
payable December 10, 1956 to 
stockholders of record Novem- 
ber 19, 1956 and One Dollar 
and Thirty Cents ($1.30) is pay- 
able January 4, 1957 to stock- 
holders of record December 17, 
1956. | 

This makes total dividends 
declared in 1956 of Five Dollars 
($5.00) per $12.50 par value 
share. 


—E 


M. W. URQUHART, 
Treasurer. 


November 7, 1956 























IB M internationat BUSINESS 
@ MACHINES CORPORATION 


590 Madison Ave., New York 22, N.Y. 

The 167th Consecutive 

Quarterly Dividend 
The Board of Directors of this Corporation has 
this day declared a Quarterly Cash Dividend of 
$1.00 per share, payable December 10, 1956, to 
stockholders of record at the close of business 
on November 16, 1956. Transfer books will not 
be closed. Checks prepared on IBM Accounting 
Machines will be mailed 

C.V. BOULTON, Treasurer. 


October 11, 1956 

















Executive Offices: 555 South Flower Street, Los Angeles 17, California 


RICHFIELD 
Atividend notice 


The Board of Directors, at a meeting held November 12, 1956, 
declared a regular quarterly dividend of seventy-five cents per 
share for the fourth quarter of the calendar year 1956 and a 
special dividend of fifty cents per share on stock of this Cor- 
‘poration, both payable December 15, 1956, to stockholders 
of record at the close of business November 23, 1956. 







Norman F. Simmonds, Secretary 


RICHFIELD 
Otl Corporation 
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a total reduction during the year 
of about $80 million and at the 
end of the year the company had 
$160 million of long-term debt 
remaining. In addition the com- 
pany paid off the entire short- 
term debt of $32 million which 
was outstanding at the end of 
1955. Its bank credit agreement 
of $50 million has been extended 
to October 1, 1957. 

At August 31, end of the first 
quarter of the current fiscal year, 
the company had outstanding 24,- 
038,517 common shares. The fig- 
ure a year earlier was 22,778,324 
common shares. 

In recent weeks Dow has 
launched another major expan- 
sion program. The company will 
spend between $75 million and 
$100 million in additions and bet- 
terments during the current fiscal 
year. This compares with $60 mil- 
lion spent in the last fiscal year 
and $50 million in the year prior 
to that. 

Dow is a prime example of a 
company that has utilized debt 
and equity financing to develop a 
tremendous business potential. 
Long-time holders of its common 
stock may not have received sub- 
stantial cash dividends, but they 
have been in a position to take 
sizable capital gains. 


Carrier Corp., kingpin of the 
air-conditioning field and one of 
the few companies that produce 


a full line of products in the in- 
dustry, has need of large sums 
of cash to carry on its program 
of expansion. It is in a business 
where profits have been pinched 
by rising costs of wages and ma- 
terials while severe competition 
has made it difficult to obtain off- 
setting price increases. In addi- 
tion, about a year ago Carrier 
stepped up its spending for busi- 
ness-getting purposes. 

In connection with the merger 
last year with Affiliated Gas 
Equipment, Carrier issued to 
stockholders of that company 
certain of its securities. These 
consisted of 33,090 shares of cu- 
mulative preferred stock, $3 
series, which were exchanged for 
a similar issue; 125,226 shares of 
cumulative preferred, 4.5% se- 
ries, and 227,683 shares of com- 
mon stock. Each series of pre- 
ferred has a par value of $50. In 
addition, the long-term debt of 
Affiliated Gas, totaling $6.2 mil- 
lion, was assumed by Carrier. 

In September of last year, 50,- 
000 shares of cumulative pre- 
ferred ($50 par) 4.5% series of 
Carrier were sold for $2,541,000. 
Most of the proceeds were added 
to funds set aside for expansion 
purposes, which totaled $12.5 mil- 
lion at the end of the year. 

Late in fiscal 1955 the 33,090 
outstanding shares of cumulative 
preferred were designated for re- 
demption. Simultaneously the 








a 


holders were offered in exchange 
1.05 shares of 4.5% preferred for 
each share of $3 preferred. 

As a result of these transac- 
tions, all of the previously out- 
standing shares of $3 preferre:| 
(issued in connection with the 
merger) were retired and the 
4.5% preferred was increased 
from 125,226 shares to 208,689 
shares. This now constitutes the 
only preferred issue. 

The ups and downs character- 
istic of the air-conditioning in- 
dustry, harassed by price-cutting 
and the advent of newcomers, 
make it difficult for companie: 
such as Carrier to retain suffi 
cient earnings for expansion an 
development needs. While the 
long-term growth of air-condi 
tioning appears assured, profi 
margins are far from substantial 

For long-time holders of the 
Carrier common stock (the) 
bought in at the early stages o! 
the boom) the rewards alread) 
have been ample. For those wh« 
purchased these shares in mors 
recent years the rewards, at best 
would seem to be in the distan‘ 
future. 


At the annual meeting of stock 
holders this year, Jones & Laugh 
lin Steel Corp. disclosed long-term: 
debt, less the amount payable 
within one year, was $104 million 
compared with a peak of $148 
million. While working capita! 











30 Companies With Only Common Stock Outstanding 



























Consecutive 1956 

Years Indicated 

Some Div. 

Div. Recent Div. 

Paid Share Price Yield 
Amerada Petroleum .................. 34 $2.00 102 1.9% Mesta Machine 
American Chicle ................. 30 3.00 56 5.3 Monarch Mach. Tool 
Best Foods . suka ds 29 3.00 46 6.5 Chio Oil ....... 
Carpenter Steel ios 49 2.80 55 5.0 Otis Elevator . 
Cream of Wheat .... : 56 1.60 28 5.7 Parke, Davis & Co. 
Cutler Hammer 17 2.00 60 3.3 Penick & Ford 
Douglas Aircraft 18 4.00 83 4.5 Penney (J. C.) 
First National Stores ; 42 2.40 51 47 Phelps Dodge 
Freeport Sulphur .. Jae 3.00 87 3.4 Ruberoid 
Kennecott Copper . ’ 22 9.00 130 6.7 Square ‘D’ .. 
Kress (S. H.) & Co. ..... .. 2.50 34 7.3 Sunshine Biscuits ... 
Lehigh Portland Cement ....... 20 95 45 2.1 Tennessee Corp. .... 
Libbey-Owens Ford Glass ..... 23 3.60 80 4.5 Timken Roller Bearing 
I scxscccsiss sencsaaciesss ies 3.00 75 4.0 United Fruit ............. 
McGraw Electric ......... 22 2.50 75 3.3 Wrigley (Wm.) Jr. 





Consecutive 1956 } 
Years Indicated | 
Some Div. 

Div. Per Recent Div. 
Paid Share Price Yield 
42 $3.00 56 5.3% 
43 1.35 23 5.8 
16 1.60 37 4.3 
53 1.95 ag 4.4 
78 1.70 45 3.7 
27 3.00 54 5.5 
34 4.25 85 5.0 
22 5.00 65 7.6 
67 2.00 31 6.4 
20 90 30 3.0 
29 4.00 68 5.8 
16 2.20! 55 4.0 
35 4.00 92 4.3 
ej 3.00 46 6.5 
43 5.00 91 5.4 









1_Plus stock. 
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position was good, stockholders 
were told that commitments for 
the sizable plant-improvement 
program would require expendi- 
tures for the year of about $136 
million. Moreover, an estimated 
$55 million will be required next 
year. 


capital Expansion Should Give 
Substantial Returns 


These are very substantial fig- 
ures, but Jones & Laughlin ex- 
pects substantial returns from this 
investment. The steel industry is 
expanding steadily to cope with 
growing demand for its products. 
What is happening at J & L typi- 
fies the whole field. 

The company came out of the 
strike-ridden third quarter with 
« nominal profit (13 cents a share 
cf common stock, compared with 
£1.89 a share in the like 1955 
quarter). It has since pushed its 
production as high as 106% of 
rated capacity. With no slacken- 
ing of demand for steel products, 
the company has chosen to in- 
crease its expansion program. 
Prospects are good for full-tilt 
operations well into 1957. 

A substantial part of the ex- 
pansion program is expected to 

(Please turn to page 296) 





Paint Companies Bright 
Outlook 





(Continued from page 269) 


view of the company’s expansion 
program. At the present time, the 
issue is selling around 37, or about 
four points under its 1956 high 
and two points above its low for 
the year. Currently, the stock is 
selling to yield 5.4%. 


The Sherwin-Williams Co. ranks 
well up with the leaders in the 
paint industry, producing, in ad- 
dition to a complete line of paints, 
varnishes, enamels and lacquers, 
lead products, dyes and chemi- 
cals. Further diversification has 
been achieved over a period of 
vears, through the manufacture 
of cans and insecticides. While 
Sherwin-Williams is best known 
o the public for its consumer 
yroducts, prominent among which 
are “Super Kem-Tone” and “Kem 
rlo” lines, output includes vari- 
tus industrial finishes for varied 
ndustries, railroads and others. 
\s with other leading paint manu- 
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This is under no circumstances to be construed as an offering of these securities for sale, or as an | 
after to buy, or as a solicitation of an offer to buy, any of such securities. 


The offer is made only by means of the Prospectus 


Dated December 1, 1956 








Smith, Barney & Co. 


The First Boston Corporation 


Lehman Brothers 
Harriman Ripley & Co. 
Incorporated 
Drexel & Co. 


November 19, 1956 








$167,247,600 


SINCLAIR OIL CORPORATION 
4%% Convertible Subordinated Debentures 


(to bear interest from December 3, 1956) 


Convertible into Common Stock at $65 per share on or before December 1, 1961 and 
at higher prices thereafter, such prices being subject to adjustment 
under certain circumstances. 


The Company is offering these Debentures for subscription to the holders 
of its Common Stock, to whom Subscription Warrants are being issued 
as more fully set forth in the Prospectus. 
expire at 3:30 P.M. Eastern Standard Time on December 3, 1956. 


Subscription Price 100% 


During and after the subscription period the several Underwriters may offer 
Debentures, all as more fully set forth in the Prospectus. 


Copies of the Prospectus may be obtained from the undersigned only in those States in u hich the under- 
signed may legally offer these securities in compliance with the securities laws of the respective States. 


Merrill Lynch, Pierce, Fenner & Beane 
Eastman Dillon, Union Securities & Co. 

Glore, Forgan & Co. 
Kidder, Peabody & Co. 


Stone & Webster Securities Corporation 


Due December 1, 1986 


The Warrants will 


Goldman, Sachs & Co, 
Lazard Fréres & Co. 
White, Weld & Co. 


Dean Witter & Co. 




















facturers, the company puts em- 
phasis on research to develop new 
and improved products. One of 
the most recent laboratory de- 
velopments is a new type of auto- 
motive finish with superior quali- 
ties which permit greater speed 
in drying, a smoother, mar-free 
finish, with a noticeably higher 
gloss. During the fiscal year just 
closed, a new can plant got into 
production in the latter months, 
and important additions were 
made to the company’s chemical 
and color facilities. Another logi- 





cal addition was the acquisition 
of the assets of the Rubberset Co., 
maker of a line of brushes that 
has been marketed for years un- 
der the name “Rubberset,” one of 
the best known brands in the 
field. 

Sherwin-Williams, for reasons 
of its own, does not disclose net 
sales. Operating income, allowing 
for variations from year to year 
which is not unusual for paint 
manufacturers, has been in an 
upward trend over the last 10 
years, rising from $18.7 million 
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Outlook 
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in fiscal 1946 to $26.3 million for 
fiscal 1955, and to a record high 
of $32.7 million for the 12 months 
to last August 31. Net income 
also has gained, increasing from 
$6.9 million, or $5.11 a common 
share, after preferred dividends 
and adjustments for the 2-for-1 
stock split in fiscal 1946, to a 1955 
record high of $11.9 million 
which, after preferred dividends, 
was equivalent to $8.89 a share. 
This latter showing, however, was 
surpassed in fiscal 1956 when net 
income increased to almost $14 
million and $10.49 a share was 
shown for the common. On the 
basis of this showing, it is be- 
lieved quite possible that Sherwin- 
Williams’ shareowners might be 
in line for another stock split. 


Long Term Dividend Payer 


Since the initial dividend in 
1898, a cash payment on the com- 
mon stock has been made in each 
subsequent year. At the present 
time, distributions are at a regu- 
lar quarterly rate of $1.121%4 a 
share, increased from $1 a share 
last July, at which time the com- 
pany declared an extra payment 
of 50 cents a share. However, cal- 
culating on an annual rate of 
$4.50, the stock at its current 
price around 114, is priced to 
yield 4.1%. 


Pratt & Lambert, Inc., in com- 
parison with some of the other 
paint makers, is a small company, 
but its growth in net sales in re- 
cent years has been outstanding, 
increasing from $12.6 million in 
calendar 1948, to $16.7 million in 
1954. Although it omitted reveal- 
ing net sales in 1955, it stated in 
its report for that year that for 
the sixth consecutive year con- 
solidated sales exceeded those of 
the previous year. Despite higher 
costs and an increase of 18.48% 
in U. S. and Canadian income 
taxes, net income for 1955 of a lit- 
tle more than $1.1 million was 
equal to $5.65 a share, compared 
with the previous year’s net in- 
come of just over $1 million, the 
equivalent of $5.21 a share. Pratt 
& Lambert has no funded debt 
nor preferred stock, its only cap- 
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ital issue being represented by 


202,500 
shares. 


outstanding common 


National Lead Co., on which we 
dwelt at considerable length in 
the August 4, 1956, issue of THE 
MAGAZINE, is undoubtedly one of 
the most diversified companies 
identified with the paint industry. 
Its “Dutch Boy” brand line of 
paints, made up of enamels, ex- 
terior house paints, interior wall 
paints, metal protective paints, 
stains and varnishes, has gained 
world-wide recognition from the 
construction and maintenance in- 
dustry, as well as millions of 
home-owners turned painters. The 
production of these products is 
only one segment of National 
Lead’s broadly diversified opera- 
tions. It also is one of the largest 
producers of titanium dioxide for 
the ceramics industry and tita- 
nium pigments, linseed oils, cas- 
tor oils and derivatives for the 
paint industry, the plastics indus- 
try, and for the printing and 
paper industries. 

Together with Allegheny Lud- 
lum Steel, it owns the Titanium 
Metals Corp. of America, a lead- 
ing producer of titanium metal 
and titanium-base alloys, In addi- 
tion, National Lead, having some 
of the largest known titanium ore 
or ilmenite deposits, also is a 
manufacturer of a wide range of 
other products which it supplies 
to all major industrial groups, in- 
cluding the automotive, chemical, 
construction, electronics, petro- 
leum, railway, rubber and steel in- 
dustries as well as those previously 
mentioned. 


Sales Expand Rapidly 


The steady sales growth of the 
company is the result not only of 
increasing demand for its numer- 
ous products but a broadening of 
its lines by continued progress in 
developing and supplying new 
and improved products to its 
many markets. The results are 
shown in operations over the 10 
years to the end of 1955, during 
which net sales increased from 
$167.4 million to a record high of 
$533.7 million. In the same pe- 
riod, net income increased from 
82 cents to $4.02 a share, also a 
new record high, and total assets 
more than doubied, increasing 
from $145.1 million to $336.4 
million. 

It is evident National Lead is 
destined to set new records in 


1956. In the first nine months to 
September 30, sales totaled $427.6 
million. This was about $27.6 mil- 
lion above the comparable period 
of the previous year and $8.3 mil- 
lion greater than sales for all of 
1954. Net earnings for the 1956 
first nine months were higher 
than in any previous full year, 
except 1955, amounting to $41.5 
million, equal, after preferred div- 
idends, to $3.49 a share for the 
common stock. This showing fell 
short by only $6.3 million of 
matching net earnings for the 
entire 12 months of last year, ne! 
income for that period amounting 
to $47.8 million. 

It appears obvious that Na- 
tional Lead’s common stock, cur- 
rently priced in the market at 
111, commands a premium as a 
growth issue. At this level the 
indicated $3.25 a share dividena 
on the stock yields 2.9%. ENI 





For Profit and Income 
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are on a $4 basis, including a $1 
extra recently voted and also paid 
last year. The automotive field is 
its biggest outlet. Earnings 
jumped from $4.40 a share in 
1954 to $9.13 in 1955, in reflection 
of the latter year’s sharp rise in 
car output. Despite reduced auto- 
mobile activity this year, other 
demands have been so strong that 
1956 profit should reach, if not 
somewhat exceed, $10 a share, a 
new record. This suggests that a 
gain of 10% or so in 1957 auto 
production might well mean earn- 
ings around $12 or more a share 
and dividend payments well above 
the present level. This prospect 
explains why the stock has ex- 
tended its rise, despite the market 
sell-off since early August. Now 
around 93, it is not on any bar- 
gain counter, but it remains 
among the more reasonably- 
priced leading issues in its group, 
with possibilities for substantial 
further rise. 


Aircraft 


Most aircraft makers are bound 
to earn more in 1957 than 1956 
and prospects look favorable well 
beyond 1957. All of the principal 
stocks impress us as good hold- 
ings and buys on dips. Regardless 
of the general market,basis for 
significant decline is absent and 
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some betterment in relative posi- 
tion is likely. 


Machinery 

We continue to think well of 
stocks of companies which make 
heavy equipment—especially those 
serving the utility and steel in- 
dustries—and which have order 
backlogs large enough to assure 
increased sales through 1957 and 
beyond. Examples are Babcock & 
Wilcox, Combustion Engineering 
and Mesta Machine. 


Small Loans 


Earnings and dividends of Ben- 
eficial Finance and Household 
Finance are at record levels; 
yields are satisfactory; risks in 
the stocks low. At worst, 1957 
profits should at least approxi- 
mate this year’s. Why? Suffice it 
to say that they gained in the 
recession years 1954 and 1949; 
and were only slightly affected by 
the relatively severe 1937-1938 
depression. With excellent divi- 
dend records for many years, 
these are good, defensive income 
stocks for conservative accounts. 

END 





The French Position 
In A Changing World 
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tional payments are strained by 
the flight of French capital from 
North Africa into Switzerland 
and other European countries. 
Billions of francs are unquestion- 
ably involved. Some of this capital 
may have found its way from 
Switzerland over here for invest- 


ment in U.S. and Canadian equi- 
ties, The loss of this money, be- 
longing largely to French and 
other European settlers and en- 
trepeneurs in North Africa, who 
represent the most productive ele- 
ment there, is bringing the eco- 
nomic activities in Morocco, 
Tunisia and Algeria to a stand- 
still. Unless the loss of this capital 
is made up somehow, the eco- 
nomic situation in these countries 
is bound to become critical. 

The deterioration in France’s 
payments position is reflected in 
a sharp decline of the gold and 
foreign exchange reserves. This 
year roughly one-third ($700 mil- 
lion) was lost by the end of Octo- 
ber, 1956. The growing jitters of 
the French public over the loss of 
foreign exchange and the mount- 
ing threat of inflation is shown in 
the resumption of gold hoarding, 
of which there was little in 1954 
and 1955. The gold Napoleon, 
which commanded a premium of 
over 20% before the Suez crisis 
last summer, currently is selling 
at a premium of almost 30%. 
Franc notes, which a year ago 
were selling at about 380 per dol- 
lar, dropped to about 415 francs 
per dollar a few weeks ago. 


Half-Measures So Far 


What is the present Socialist 
Government doing to avert the 
impending crisis? Frankly, not 
much, for fear of stirring class 
resentment that would only serve 
to support Poujadists and other 
crackpots. Guy Mollet, the Pre- 
mier, has been talking of “‘auster- 
ity,” a wage freeze and cuts in mil- 
itary spending in Africa. But so 


far nothing concrete has been 
done about any of them. This 
summer, industrial prices were 
“frozen” but, because of rising 
production costs, price stabiliza- 
tion will be difficult to enforce. 
The Government also is doing all 
in its power to keep down the 
prices of food, so as to avoid a 
new round of wage and salary 
increases. 

Some taxes were raised to fi- 
nance the mounting Government 
spending, but since they have 
been mostly of an indirect type, 
they have a tendency to increase 
prices, Building subsidies were 
reduced, and instalment credit 
tightened. Little was done to 
tighten bank credit or to restrain 
the boom. 


Bolstering Payments Position 


To bolster France’s interna- 
tional payments position, the In- 
ternational Monetary Fund con- 
sented to set aside $262 million as 
a drawing credit for one year. 
Exports are encouraged by an un- 
real and highly complicated sys- 
tem of subsidies. At the same 
time, imports of luxury and semi- 
luxury goods, such as American 
cars, are discouraged. 

The Government was, however, 
successful in raising money. The 
150 billion frane loan which car- 
ried a 5% coupon and which was 
tied to the official index of French 
shares and bonds—as a hedge 
against future depreciation of the 
franc—was heavily oversub- 
scribed. Interest on the new bonds 
is exempt from income tax for 
five years. 















































FRANCE: Reserves, Money Supply, Trade and Budgets 
Frs. per $ Foreign Trade Budgets 
Gold & Money free - ——— —__—__— —_—--_—_— - 
For. Exch. Supply market Exports Imports Balance Revenue Expend. Deficit 
(mill. $) (bill. frs.) (bills. frs.) (bills. frs.) 
1930 1,334 3,120 1,063 1,060 + 3 1,900 2,470 —570 
| 1952 987 3,160 415 1,339 1,514 —175 2,740 3,610 —870 
| 1953 956 4,630 369 1,324 1,380 — 56 3,020 3,840 —820 
1954 . 1,369 5,270 372 1,463 1,477 — 14 3,280 4,050 —770 
1955 Ql 1,535 5,300 406 393 + 13 825 922 — 97 
2 1,754 5,430 364 424 430 — 6 927 1,032 —105 
3 2,083 5,610 373 371 379 — 8 827 1,079 —254 
4 2,120 5,990 384 477 439 + 38 937 1,249 —312 
1,678 1,641 + 37 3,514 4,282 768 
1956 Q1 ... 1,969 6,010 397 376 443 — 67 962 1,177 —215 
ee . 1,858 6,490 388 508 513 — 5 977 1,152 —175 
De ; 1,658 6,640-a 410-e 380-e 490-e —110-e 
| Oct. 1,400-e 400-e 
| a—end of August e—partly estimated | 
a J 
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It is difficult to foresee at this 
point what will happen in France 
during the months ahead. One can 
be certain of one thing: The bur- 
dens on the French economy will 
increase, whether or not France 
retains North Africa. To carry 
these burdens, the French econ- 
omy will have to be made more 
efficient, so that it can maintain 
its position in world markets. 
French productive facilities will 
have to be expanded and modern- 
ized. It is almost inconceivable 
that this can be achieved while 
the franc is overvalued and 
French exports held up by sub- 
sidies, But one can also argue that 
a franc devaluation, unless’ ac- 
companied by austerity, will just 
contribute to more inflation and 
increase general mistrust. 

Somehow one cannot help think- 
ing that, economically, France will 
continue to be the sick man of 
Europe except for one thing: She 
has demonstrated in the past an 
innate ability to work out her eco- 
nomic and financial problems 
when everybody else has given up 
hope. END 





Answers to Inquiries 
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Since the date of the recent state- 
ment, company paid $1.7 million, 
reducing the bank debt to $3.4 
million. 

The company has paid 30 cents 
quarterly in dividends plus an 
extra of 30 cents per share for 
the final quarter, making total 
payments of $1.50. The same 
amount was paid in 1955. 

Prospects over coming months 
continue favorable. 


Brunswick-Balke Collender Co. 


“T am enclosing my check to renew 
my subscription for another year. You 
have done a thorough job in analyzing 
various issues in your MAGAZINE and I 
would appreciate your submitting recent 
earning data of Brunswick-Balke Col- 
lender Co. Also let me know what divi- 
dend action they have taken.” 


L. G., No. Canton, Ohio 


Operating results of Bruns- 
wick-Balke Collender Co., maker 
of bowling alleys and equipment 
and also school equipment, for the 
first three quarters of 1956 
showed a good increase. Backlog 
of unfilled booked orders, not in- 
cluding those for automatic pin- 
setters, indicates a continuation 
of a very satisfactory volume of 
business for the foreseeable fu- 
ture, 
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Consolidated net sales and ser- 
vices for the company and its 
Canadian subsidiary, for the first 
nine months of 1956, amounted to 
$37,410,339, compared with $29,- 
072,945 for the corresponding 
period of 1955, an increase of 
28.7%. 

Operations for the first nine 
months of 1956 resulted in a con- 
solidated net profit of $2,242,931, 
equivalent to $4.32 per share of 
currently outstanding common 
stock. For the comparable nine 
months’ period of 1955, consoli- 
dated net profit was $907,185, or 
$1.73 per share of outstanding 
common stock. The number of 
shares of outstanding common 
stock at September 30, 1956 and 
September 30, 1955 were 498,828 
and 472,500, respectively. 

Consolidated net profit for the 
third quarter alone was $1,851,- 
820, a sharp increase of 54.8% 
over the $1,196,054 net profit re- 
alized during the corresponding 
period a year ago. 

A cash dividend of 25 cents 
per share on the outstanding com- 
mon stock, is payable December 
15 to stockholders of record No- 
vember 30. This action brings the 
total cash dividend for 1956 to $1 
per common share, compared with 
25 cents in 1955. The company 
also has declared a 5% stock divi- 
dend to holders of outstanding 
common stock of record Novem- 
ber 30. This stock distribution 
will be made on December 21. 
The regular cash dividend of 
$1.25 per share on the outstand- 
ing preferred stock is payable 
January 1. 

The Brunswick automatic pin- 
setter continues to be in good de- 
mand among bowling-alley pro- 
prietors across the nation. 

During 1956 the School Equip- 
ment division added a new line of 
classroom cabinets which has al- 
ready attained good acceptance. 

Sales of defense products also 
increased materially during the 
first three quarters of 1956. 
Through its highly specialized 
operations in low-pressure poly- 
ester reinforced plastics and 
metal honeycombing, Brunswick 
continues as one of the leaders in 
the aircraft and guided missiles 
fields, supplying important com- 
ponents to most of the nation’s 
largest aircraft manufacturers. 
As a result, defense business, 
much of which is on a long-term 
contract basis, is increasing. 

The outlook over coming 
months continues favorable—END 





Post Election Realities 
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perennial hope of the non-parti- 
san citizen that the country might 
elect a President who could ig- 
nore political concerns and loo 
only to the general welfare, has 
at last been realized. 


President's Position 
Unprecedented 


Dwight David Eisenhower wi!! 
become the first President in th: 
history of the country disqualifie | 
to succeed himself. He will hav» 
no political fences to maintain, no 
political punishment to fear. He 
cannot, and will not, be expectec 
to provide coat-tails for his fellow 
Republicans to ride on two years 
hence. He cannot be a “politica! 
target.” 

In short, he will be—or can be- 
the first politically independen’ 
President of the United States. 
That would be important regard- 
less of the incumbent. It is vita 
to business and industry that thi: 
mantle falls (for the first time in 
history) on a President who ha: 
a genuine respect for business 
and a wholesome admiration of 
the free enterprise system. To 
measure that importance it is 
necessary only to speculate on 
what might be ahead if a Presi 
dent with anti-business predilec- 
tions, say a Harry Truman, were 
about to launch a four-year, free- 
wheeling adventure in Govern- 
ment with no political sanctions 
to be feared. 

Re-election of President Eisen- 
hower came as no surprise ‘to 
those who placed their faith in 
public-opinion polls. Neither will 
the selection of a Democratic-con- 
trolled Congress force students of 
Government to embark upon a 
new tack of speculation. It too 
had been forecast. Mr. Eisen- 
hower simply was far ahead of 
his party in national popularity 
and, harsh as the observation 
may seem, in voter respect. 

Without going into the refine- 
ments of political science, the 
electorate re-ratified a Constitu- 
tional mandate: a Federal Gov- 
ernment of three co-equal divi- 
sions, represented in the Presi- 
dency, the Congress and the Su- 
preme Court. 

Labeling of the Supreme Court 
in point of “conservative” or 
“liberal” seems to switch with 
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% 370% Gain on Boeing Airplane i 
\ 
ght 
: e 
lg- 
le 233% Profit on General Dynamics 
has 
| SOUND PROGRAM FOR On April 6, 1956 when the market reached its highest point 
1956-57 this year, Boeing closed at 8134—while General Dynamics 
| Ser Protection — income — Profit closed at 614. Despite the sharp decline that has taken 
vil] | there is mo service more practical... place since then, Boeing has appreciated 28 points—while 
th: more definite . .. more devoted to your General Dynamics has gained 11 points. 
fie | interests than The Forecast. It will bring 
av» | you weekly: Boeing Airplane was recommended to subscribers at 46— 
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| preciation potentials. original buying price. 
~a Program 2—Special dynamic situations for sub- 
stantial capital gains with large Also, we recommended General Dynamics in April, 1954, 
eS. dividend payments. ‘ : 
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ita — "ae oe par eee ae 2114. Now, it is to be split 3-for-2. General Dynamics has now 
his : : ' reached 7214—to show 233% gain from our original recom- 
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Take . .. Presents and interprets movements by mended price. The $2.20 dividend yields 10.2% on our cost. 
1as industry of 46 leading groups comprising our broad 
ye ee Further selections of promising new opportunities will be 
01 Supply-Demand Barometer lus Pertinent P 6 PP 
To iacls died ce 9b Genmen uth tatoo released at sound buying levels. We believe our new and 
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ms Telegraphic Service .. . If you desire we will wire opportunities at strategic buying prices. 
you in anticipation of important market turns. 
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to _tions of the significance of Political and Legisla- x ri 
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‘il Weekly Business Review and Forecast of vital hap- promptly which to retain — which are overpriced or vulner- 
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and individual industries. ° 
of funds to buy our new recommendations. 
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Southern California 
Edison Compan ry 


DiVIDENDS 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


ORIGINAL PREFERRED STOCK 
Dividend No. 190 
60 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 
Dividend No. 39 


27 cents per share. 


The above dividends are pay- 
able December 31, 1956, to 
stockholders of record Decem- 
ber 5. Checks will be mailed 
from the Company's office in 
Los Angeles, December 31. 


P. C. HALE, Treasurer 


November 16, 1956 














CHEMICALS 
® 





3% Dividend on 
Common Stock 


Regular Quarterly 
Dividend on Common Stock 


The Directors of Diamond 
Alkali Company have on 
Nov. 15, 1956, declared a 
3% stock dividend payable 
Dec. 24, 1956, to holders of 
Common Stock of record 
Nov. 26, 1956; and a regular 
quarterly dividend of 45 
cents per share, payable Dec. 
10, 1956, to holders of Com- 
mon Stock of record Nov. 26, 
1956. 
DONALD S, CARMICHAEL, 
Secretary 


Cleveland, Ohio, Nov. 15, 1956 


DIAMOND ALKALI COMPANY 


Chemicals you live by 








294 








each major policy decision handed 
down. That’s all to the good; it 
establishes the High Tribunal as 
neither, and that is just what was 
intended in its creation. 


Shades of Republicanism 


The White House is in control 
of a faction of the Republican 
party which has been criticized 
for too abruptly departing from 
the conservative concept of GOP- 
ism personified in the late Sena- 
tor Robert A. Taft, and for a for- 
eign policy which, critics say, is 
too much Vandenberg and not 
enough Bricker — not isolationist 
enovuech to suit an important seg- 
ment of Republicanism. 

But those critiques go to philo- 
sophy, and there is no bill of par- 
ticulars setting out alleged mis- 
readings of the public’s prefer- 
ences, chargeable to application of 
those concepts. It is not con- 
tended, for example, that the 
Eisenhower Administration has 
been less than attentive to the 
role of business, at home and 
abroad. There was nothing in the 
GOP platform to which the Presi- 
dent subscribed, or in his cam- 
paign speeches, to suggest the 
slightest departure from the 
promise of an honest count for 
business. 


Congressional Questions 


The element calling for careful 
examination in the realm of 
“What to expect in the next four 
years” is the Congress—a legisla- 
tive body to be dominated by Mr. 
Eisenhower’s opposition to the 
extent of, but hardly more than, 
the numerical shade which gives 
it chairmanships and a hand on 
the throttle that determines the 
speed or slowdown of legislation. 
To suppose that because there are 
more Democrats than Republi- 
cans in the Senate and House, 
the grist of its mill will be ful- 
fillment of the Stevenson-Kefau- 
ver program and defeat of the 
Eisenhower Plan, is to overlook 
past history. It is to overlook the 
experience of General Eisenhower 
himself in the session which has 
not yet gone out of business, and 
won’t until noon on Inauguration 
Day. It is to propose that Senator 
Byrd and Senator-elect Lausche, 
to cite outstanding examples, may 


be counted in a partisan camp. 
And to arrive at the conclusion 
that the circumstance of numbers 
presages a corresponding pattern 
of legislation is to downgrade the 
campaign promises of every per- 
son who ran for national office 
this month. 


Discounting Campaign Oratory 


It would be utter naivete to ac- 
cept at face value all electioneer- 
ing pledges. It would be worse 
than that: it would be economic- 
ally suicidal and socially disrup- 
tive, if all were to be brought to 
realization. But it was a cam- 
paign in which there were almost 
no clear-cut issues. There were 
differences as to approach, but it 
must be remembered that the 
road maps were drawn by candi- 
dates who would not have it with- 
in their power to impose the de- 
tails of their programs: That is 
for Congress to do. 


Neither party promised busi- 
ness freedom from taxes or other 
regulations. On the other hand, 
elected candidates were not man- 
dated at the polls to “punish” 
business, big or small. 


Analysis of election returns on 
the Congressional district level 
shows that organized labor played 
no meaningful part in the results. 
It didn’t win the right to steer 
labor legislation. Neither party 
made any promises to labor that 
cannot be fulfilled by leaving that 
field of legislation untouched; un- 
less, of course, one reads into the 
campaign an agreement to pull 
the rug from under state right-to- 
work enabling laws. 


Democrats Look to 1960 


But the overriding considera- 
tion is that the Democrats look 
forward with some hope to 1960 
and recognize the essentiality of 
establishing, in the interim, an 
affirmative record. Negative ac- 
tions and blocking tactics won’t 
do, and they know it. Assuming, 
as is now obvious, that Mr. Eisen- 
hower will propose no_ basic 
changes either in Government or 
in methods, diametrical opposi- 
tion is not in the cards. At most, 
the Democratic-controlled Cong- 
ress can hope to build a record of 
doing the same things better and 
in the process hope to pick up 
some of the support which went 
to indorse the Eisenhower Plan, 
after four years of trial. 
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Continuity of Foreign Policy 


President Eisenhower’s re-elec- 
tion is fortunate in another par- 
ticular. The international situa- 
tion is a rapidly changing, wor- 
sening problem. It cannot wait 
for a change of Administration to 
decide steps to be taken by the 
United States. Were Mr. Eisen- 
hower defeated, he could hardly 
speak the voice of complete au- 
thority for the United States 
while a lame-duck President. For 
better or for worse, the country’s 
foreign policy now will have con- 
tinuity. 

It is generally expected that 
Secretary of State Dulles’ serious 
illness will speed the 68-year old 
Cabinet member’s retirement. 
That would improve the standing 
of the United States in diplomatic 
circles and would enhance confi- 
dence at home. This has been the 
one weak spot in this Administra- 
tion. END 





National Cash Register: 
Its Diversification 





(Continued from page 265) 


the company has erected a new 
and bigger electronic research 
center to house the major part of 
electric research activities which 
are steadily increasing. Included 
in the program is the develop- 
ment of electronic computers for 
commercial applications. Continu- 
ing its emphasis on research, it 
has a new engineering and re- 
search building under construc- 
tion at Dayton, Ohio, which will 
have a floor area of 254,000 feet 
when completed in June of the 
coming year. 

Less than a month ago, it 
awarded contracts for the imme- 
diate construction of a $3 million 
adding machine factory at Ithaca, 
N. Y. This new plant will replace 
present manufacturing facilities 
at Ithaca, which will be retained 
as warehousing and shipping fa- 
cilities. 


Increasing World-Wide Sales 


To keep pace with expanding 
business overseas which produced 
sales of $113.1 million in 1955 
and is expected to go considerably 
higher this year, new plants were 
under construction in Tokyo and 
Sao Paulo, Brazil. Other over- 
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seas factories are situated at Dun- 
dee, Scotland; Augsburg and Ber- 
lin, Germany; Bulach, Switzer- 
land; Paris, France, and Sundby- 
berg, Sweden. These factories 
build some machines in their en- 
tirety and assemble others from 
parts made at Dayton. 

The most extensive manufac- 
turing operations are situated at 
Augsburg and Dundee, the latter 
plant now being four times its 
original size. This plant, employ- 
ing approximately 3,000 people, 
is performing all manufacturing 
functions in the building of one 
of NCR’s most modern account- 
ing machines. There are now ap- 
proximately 18,000 people em- 
ployed in these overseas opera- 
tions, many of them operating in 
remote corners of the world. Mak- 
ing up the organization abroad 
are more than 500 points of serv- 
ice and over 5,000 trained service- 
men. 


Service Organization Far-flung 


In the U. S., the company has 
an organization of 3,000 service- 
men who, through a continuing 
field-training course, are kept 
abreast of new models and new 
methods in order to maintain the 
highest standards in servicing 
NCR’s machines in use under 
maintenance contracts which are 
on a fixed annual charge basis. 

Augmenting sales and income 
is NCR’s growing sales of sup- 
plies. Almost every National prod- 
uct requires some type of supply 
item if it is to function properly. 
Cash registers require rolls of 
paper, adding machines print fig- 
ures on a paper tape, and account- 
ing machines need various forms 
on which to print their records. 
To meet the growing demand for 
printed forms and other supplies, 
necessary for these various ma- 
chines, NCR found it essential to 
increase production through an 
extensive modernization program 
carried out last year in its print- 
ing division at Dayton. 


Outstanding Relations 
with Employes 


While NCR has stressed the 
importance of research and en- 
gineering to develop new and im- 
proved machines, an equally im- 
portant factor contributing to 
growth has been the friendly re- 
lations that have been maintained 
over a long period of years be- 









ED CARBON 
COMPANY 


CHARLESTON, 
WEST VIRGINIA 


DIVIDEND NOTICE 


A quarterly dividend of 50¢ 
per share has been declared 
on the common stock of this 
company, payable Dec. 10, 
1956 to stockholders of rec- 
ord at the close of business 
on Nov. 27, 1956. 
C. H. MCHENRY 

Secretary 








Dividend No. 50 


Interlake Iron Corporation has 
declared a dividend of 95 cents per 

. share on its common 
stock payable Decem- 
ber 15, 1956, to stock- 
holders of record at the 
close of business Decem- 
> ber 1, 1956. 
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Interlake Iron 


| CORPORATION 





CLEVELAND, OHIO 
Blast Furnace Plants in Chicago, Duluth, Erie, Teleds 














STAUFFER CHEMICAL 


COMPANY 
DIVIDEND NOTICE 


The Board of Directors has declared 8 
dividend of 45¢ per share payable Dec. 
1, 1956 and a stock dividend of 2% pay- 
able Dec. 14, 1956 on the common stock 
to stockholders of record as of Nov. 15, 


1956. Christian de Dampierre 
Treasurer 








tween management and employes. 
The building of National Cash 
Register products makes varied 
and exacting demands upon the 
manufacturing organization. The 
simplest NCR product has more 
than 1,500 parts and the most 
complicated unit has 22,000 parts, 
the great majority, by far, being 
held to extremely close tolerances. 
These must stand a thorough and 
rigid inspection. It is obvious then 
that a skilled and experienced or- 
ganization is essential to their 
production. 
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To hold this organization to- 
gether, reducing employe turn- 
over to a minimum, the company, 
years ago, recognized that while 
a regular employe pay-check 
based on a good wage scale is an 
inducement for good work, other 
important links should be created 
between employes and the com- 
pany. These links were forged in 
the form of employe benefit meas- 
ures, recreation and in-plant serv- 
ices. More specifically, employe 
benefit measures include paid holi- 
days, a liberal vacation policy, 
comprehensive plans covering 
hospitalization, sick benefits, life 
insurance and retirement income. 


Recreation for Employes 


Recreation is of many types 
and is provided for employes and 
their families. At Old River, a 
166-acre recreation center, are 
facilities for swimming, baseball, 
boating, picnicking and other ac- 
tivities. In addition, the NCR 
country club offers two 18-hole 
golf courses and a clubhouse. At 
the factory auditorium in Dayton, 
children’s meetings, open to all 
children of Dayton, are held every 
Saturday morning. In-plant serv- 
ices include dining rooms in which 
meals are served at moderate 
prices, medical and dental depart- 
ments, and a library. These and 
other advantages of employment 
at NCR have combined to foster 
a fine spirit of loyalty and pride 
in workmanship. 


Independent Union Popular 


In July, 1951, when an election 
was held among Dayton employes 
at the direction of the National 
Labor Relations Board to deter- 
mine the future bargaining agent 
for employes, 90% of the voters 
cast their ballots in favor of the 
NCR Employes’ Independent 
Union, which the employes them- 
selves brought into existence in 
1935. The spirit of NCR employes 
also is reflected in their opinion 
that NCR is a good place to work. 
At Dayton, 14% of all employes 
are members of the 25-year club. 

Within the decade ended with 
1955, the company’s expendi- 
tures for property, plant and 
equipment in the U. S. totaled 
$88.6 million, the greater portion 
of which was obtained from re- 
tained earnings and internally 
generated funds, while long-term 
borrowings increased from $15 
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million at the end of 1946, to 
$48.7 million, exclusive of instal- 
ments due within one year, at the 
close of 1955. Although no defin- 
ite action has as yet been taken 
it is understood that management 
is giving consideration to an offer- 
ing at an early date of approxi- 
mately $28 million in debentures. 


Record Working Capital 


Inasmuch as the company is- 
sues a report pertaining to its 
consolidated financial position but 
once a year, no later statement 
than that as of December 31, 
1955, is available. At that time, 
however, net working capital was 
at the highest level in NCR’s his- 
tory, amounting to more than 
$69.4 million. Making up current 
assets were cash of almost $18 
million and U. S. Government 
securities of $8.2 million. 


The Investment Viewpoint 


From a low this year of 3414, 
NCR’s shares moved up to 59 
which was reached last July. 
Since then the price of the stock, 
moving with the market in gen- 
eral, fell back two months later 
to 47, recovering to its current 
price around 50. At this level the 
regular cash dividend of $1.20 a 
share yields a return of 2.6%. 
This, of course, gives no weight 
to the value of stock dividend of 
5% payable this November 28 to 
stock of record November 14. 

In view of the company’s 
strong position in the cash-regis- 
ter field and its aggressive de- 
velopment of electronic equip- 
ment for all types of business, the 
shares should be retained by pres- 
ent holders for long-term growth. 
New commitments could be made 
on price reactions from present 
levels with additional purchases 
being made under the “dollar- 
averaging” plan. END 





Position of Leverage Stocks 
in Today’s Market 





(Continued from page 289) 


be in the field of stainless steel. 
Because of rising costs of materi- 
als and services, J & L will have 
to increase the appropriations al- 
ready made for the current ex- 


pansion and modernization plans. 
Those projects first were an- 
nounced about a year ago, with 
their cost, at that time, calculated 
at about $250 million. 

As a result of rising costs, J & 
L has elected to borrow $35 mil- 
lion at this time and another $15 
million on or before April 1, un- 
der outstanding bank credit 
agreements. The company also in- 
tends to arrange for additional 
borrowings for its enlarged con- 
struction program. 


Stock Dividend Conserves Cash 


Its action last month in de- 
claring a 3% stock dividend in 
lieu of an increased cash dividend 
for common shareholders was 
taken to conserve cash for capital 
needs. The company also declared 
a cash dividend of 62.5 cents. A 
like cash dividend was ordered in 
preceding quarters. 

Long-term debt at September 
30 was $96,625,000 (and headed 
sharply higher), compared with 
$105,473,000 at the close of 1955. 
Working capital at September 30 
totaled $140,623,000, against 
$165,330,000 at the end of 1955. 

Straight debt and preferred- 
share commitments were inevit- 
able in the case of J & L. Since 
the end of World War II, projects 
already completed, underway and 
budgeted through 1958 will have 
cost about $750 million. Its earn- 
ings position should be further 
improved with the completion of 
the current building program. 


Assumption of Risks 


From the foregoing it must be 
clear that in the instance of a 
steel company, as a single exam- 
ple, heavy capitalization is in- 
evitable. Steel mills take a long 
time to build and their costs, as in 
the case of all other industrial 
facilities, are all but prohibitive. 
Such facilities take far longer to 
return the investment entailed. 

This is one of the factors mak- 
ing for greater leverage in 
growth stocks. 

Finally, the investor must re- 
member that companies with sub- 
stantial leverage factors—sizable 
senior securities—are subject to 
wide swings in earnings and divi- 
dends. Hence, the investor as- 
sumes greater risks, although the 
prize usually is far greater where 
the choice is a wise one. —END 
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Objective: RETIREMENT 


An Important Message to Investors with $20,000 or More 


Moss investors are aiming for eventual re- 
tirement ... whether they hope to arrive at 
their goal in five, ten or twenty years. 

We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality... for our nation 
is forging ahead in a new era of amazing 
scientific achievement, industrial advancement 
and investment opportunity. 


In the coming months and years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 
... With a host of new products, materials and 
techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense of 
less able competitors. TO YOU, as an investor, 
this adds up to an increased need for con- 
tinuing investment research and capable pro- 
fessional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unsually promising 1957 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never necessary 
for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are given, 
together with counsel as to the prices at which 
to act. Alert counsel by first class mail or air 
mail and by telegraph relieves you of any 
doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts and 
original research sometimes offer you aid not 
obtainable elsewhere—to help you to save—to 
make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provisions. 
(Our annual fee is allowed as a deduction 
from your income for Federal Income Tax 
purposes. considerably reducing the net cost 
to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








je ull information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee...and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE Macazine oF WALL STREET. A background of forty-nine years of service. 


90 BROAD STREET 


NEW YORK 4, N. Y. 
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A new source of COPPER 


from “‘the richest hill on earth’’ 


At Butte, Montana—‘“‘the richest hill on earth’ — 
copper’s future has never looked better. One reason 
is Anaconda’s activity at Berkeley Pit, where a 
new open pit mining operation is recovering prof- 
itable low-grade copper ore. 


Experimental work at Berkeley Pit, begun in 1954, 
assures an ore reserve of at least 100 million tons. 
Today Berkeley Pit is yielding ever-increasing ore 
tonnages. When fully developed in mid-1957, this 
project alone will be adding 65 million pounds of 


The 





Company 





Anaconda A!uminum Company 
International Smelting & Refining Company 
Andes Copper Mining Company 

Chile Copper Company 
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The American Brass Company 
Anaconda Wire & Cable Company 


copper annually to the world’s supply and will 
continue to do so for many years to come. 
Berkeley Pit is just one phase of Anaconda’s pro- 
gram which assures for Butte a mining future even 
brighter and longer than its long, productive past. 
Meanwhile, Anaconda continues to apply its more 
than 60 years’ experience, not only to the develop- 
ment of new copper sources, but to meeting the 
expanding needs of industry for more and better 
products in the entire non-ferrous metal field. 


S6270A 


PRODUCERS OF: Copper, zinc, lead. aluminum, 
sllver, gold, platinun., palladtum, cadmium, selenium, 
tellurium, uranium oxide, nodulized manganese 

ore and standard ferromanganese, trcble- 

super phosphate, arsenic, bismuth, indium, 


MANUFACTURERS OF: Copper and 
aluminum electrical wires and cables: copper, 
brass, bronze and other copper alloys tn such forms 
as sheet, plate, tuhe, pipe, rod, wire, forgings, 
stampings, extrusions, flexible metal 

hose and tubing 


















